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PROTECTING INVISIBLE VALUES—NO. 14 _ 


HERE’S 
MY INSURANCE 
STATEMENT 
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INSIST ON INSURANCE 


HE security of your loan is less, if your borrower is not soundly protected. For 
fire, windstorm, explosion not only wreck physical properties but stop business 
and earnings, thus endangering funds you have loaned. 


To guard against such loss, THE HOME provides forms of insurance to protect 
invisible values—earnings, profits, commissions, rents—so often laid waste with 
material damage. Written for your borrowers, these coverages strengthen your 
loans by strengthening values behind them. 


U & O—Use & Occupancy insurance—is an example of supplementary cover- 
age that broadens protection offered in the fire or windstorm policy. Once at work, 
it guarantees greater security by continuing borrower’s income after mishap occurs. 


The HOME agent near you will gladly discuss this vital form that covers firms 
and institutions to whom you lend money. He will also describe other important 
forms THE HOME writes to protect invisible values. 


THE HOME company 
NEW YORK 


FIRE—AUTOMOBILE — MARINE and ALLIED LINES OF INSURANCE 
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“Defend Your Country” 


HEN THIS PICTURE poster came in 

from the Adjutant General’s Office 

we promptly commissioned it as the dec- 

oration for Page One of July BANKING. 

We’re not trying to sell anybody a job 

in the Army, nor are we taking a stand 
in favor of a fight. 


UNITED STATES ARMY RECRUITING SERVICE 
COPYRIGHT TOM 8B. WOODBURN 


But we do think that the Flag and an 
aroused Uncle Sam are appropriate 
symbols for this July of Blitzkrieg 1940. 


In other words, we open with some | 


good, old-fashioned patriotism. 


July 


JULY, IT HAPPENS, begins a new year 
for BANKING. Technically, we’re start- 
zing Volume XXXIII. 
2 Compared with some publications, 
zWe are old; compared with others, we 
are still in leading strings. 
= If we were to be interviewed on this 
, anniversary, we'd say that it is good to 
Sbe “going on 33” and that we really 
(CONTINUED ON PAGE 3) 
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REASONS WHY BANKS PREFER 
LA MONTE SAFETY PAPERS 


| 


[RECOGNITION 
PRESTIGE 


When you see this hat you know that it rep- 


resents Uncle Sam and the Spirit of America 


»» » When business men see checks on La 
Monte Safety Paper they know those checks 


are protected against fraudulent manipulation 


» » » La Monte’s identifying wavy lines are un- 


mistakable evidence of Safety and fine quality. 


GEORGE LA MONTE & SON, NUTLEY, N. J. 
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INDUSTRIAL TOURISTS 


Each year nine or ten young men from the staff of the National City Bank of New York 

are chosen to tour leading industries of the United States. They travel in a bus fitted with 

sleeping accommodations. Here is this year’s contingent visiting the Ford Rouge Plant. 

Front row, left to right, Messrs. Loomis, Dankel, Butler, Pizza. Back row, Messrs. Florance, 
Wemple (leader), Sloan, Cutler, Robinson 


JUST A MINUTE—Continued 
feel much younger than we did a dozen 
years ago. 

By way of celebration—very modest 
celebration—we make a few typograph- 
ical changes. The titles of articles are 
in lighter face, the columns are slightly 
narrower, and here and there you may 
find something else that’s different. 


Words of Caution 


It IS SAFE to say that at least one 
speaker at each state bankers associa- 
tion convention this Summer has dwelt 
upon the great issues, and their reper- 
cussions, that are being determined on 
the battlefield—not omitting, naturally, 
America’s position at this and future 
moments. 

In a sense, President HANEs of the 
A.B.A. summed up for all bankers when 
he told the Colorado association that 
President Roosevelt’s defense program, 
built on the foundation of a strong finan- 
cial and industrial machine, called for 
everybody’s support; however, “its 
culmination will require the abandon- 
ment of class antagonism, lifting of the 
rod from the backs of business, finance 
and industry, and the binding up: of 
our internal wounds.” 

“But while we are doing this,” Mr. 
Hangs added, “let us be on our guard 
against the building of a war hysteria. 
Let us keep it clearly in mind that what 
we are talking about is defense and not 
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about going to war. This is the time for 
clear thinking rather than emotional 
thinking.” 


Don’t Miss These 


HIGHLIGHTS IN THIS issue: Mr. At- 
woop’s timely look at “the practical 
aspect of Government borrowing” in 
his article “Billions for Defense” (page 
25) . . . the second instalment of Dr. 
CADMAN’S series on prospecting for a 
solution of our gold problem. . . . E. 
SHERMAN ADAMs’ analysis of bank in- 
vestment policies, based on a question- 
naire—a piece, by the way, which 
might well be read aloud at bank 
directors’ meetings and furnish the basis 
for discussions of policy . . . the “other 
real estate”’ case histories that are out- 
lined by Bryant Griffin. . . . Dr. Nv- 
GENT’S article on the increased use of 
consumer credit on the West Coast . . . 
and several others, including picture 
coverage of interesting stories. 


Those “Original” Bank Jokes 


WELL, IT wAs our fault. 

In the June issue, you remember, 
there was that piece by T. D. Mac- 
GREGOR entitled “Some Original Bank 
Jokes.” Hardly had the magazine been 
distributed when the letters began 
coming in. 

“Original!” they exclaimed with 
monotonous unanimity. “Listen, if 

(CONTINUED ON PAGE 5) 


SPECIALISTS IN 


UNITED STATES 
GOVERNMENT 
SECURITIES 


GUARANTEED ISSUES 
FEDERAL LAND BANK 
OTHER AGENCY ISSUES 
TERRITORIAL AND 
MUNICIPAL BONDS 


C.J. DEVINE «CO. 


INC. 


48 WALL STREET, NEW YORK 
HAnover 2-2727 


CHICAGO - BOSTON - PHILADELPHIA 
CINCINNATI - ST. LOUIS - SAN FRANCISCO 


Direct Wires to all Offices 


Through our 560 branches 
in Canada the New York 
Agency is in close touch 
with every phase of com- 
mercial and financial ac- 
tivity in the Dominion, 
and is well equipped to 
assist and serve corpora- 
tions, firms and individ- 
uals interested in Canada. 


Inquiries invited 


Canadian Bank of 


Commerce 


New York Agency 


Exchange Place & Hanover Street 
New York, N. Y. 


Head Office: Toronto 


LOS ANGELES SAN FRANCISCO 
SEATTLE PORTLAND, ORE. 
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Inver bother with Lye Specialists 


I just buy a pair of good strong glasses” 


YE SPECIALISTS know how many people 

used to buy eye glasses that way, often 
from the open stock in a general store. But 
modern education and sensible advertising have 
made people understand the importance and 
economy of professional advice plus precise 
manufacturing methods. Eyesight and general 
health depend on the middleman services of eye 
specialist and manufacturer—each indispensa- 


ble in his special field. 


And when the eye specialist buys insurance 
from the experienced agent or broker of a stock 
insurance company, he does not just say, “‘$50 
worth of insurance, please.’’ He asks for and 
gets the advice and full services of an expert 
purchasing agent in the complex insurance 
field, like himself an expert middleman. No 
worries about uncovered risks that might 
wreck a business. 


* * * 


Because we believe so thoroughly in the ser- 
vices of an expert middleman, whether eye 
specialist, insurance agent or broker, we refuse 
to accept business direct because it is not in the 
interest of the Company or the assured to do so. 
When you buy National Surety Fidelity Bonds, 
Surety Bonds, Burglary or Forgery Insurance 
through your local insurance agent or broker, 
you deal with a customer and friend who is a 
fellow member and supporter of the American 
Business System. 


®@ This is a reprint of an advertisement of a stock 
insurance company directed to the eye special- 
ists in your city. 


The commercial bank, like the eye specialist ren- 
ders an indispensable service. Its customers and 
its directors are chiefly independent business men 
—representative of the American Business System. 


NATIONAL SURETY CORPORATION 


VINCENT CULLEN, President 
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COMMERCIAL 
INVESTMENT 


TRUST 


INCORPORATED 


COMMERCIAL INVESTMENT 
Trust Incorporated, with 
capital and surplus in excess 
of $56,000,000, provides a 
nation-wide sales finance ser- 
vice through subsidiary com- 
panies with a network of 
branch offices throughout the 
United States. This service, 
which consists of purchasing 
self-liquidating accounts, ex- 
tends to automobile dealers, 
household appliance dealers, 
and to manufacturers and 
dealers in many lines of indus- 
trial, commercial and profes- 
sional equipment, including 
the heavy goods industries. 


C.I.T. offers its stand- 
ard notes for short term 
accommodation in varying 
amounts from $1,000 to 
$100,000, in maturities from 
60 to 270 days and at cur- 
rent discount rates. These 
notes are payable at any of 
our 285 depositary banks 
located in principal cities 
throughout the country. 


Latest published financial 
statement and list of depositary 
banks willbe mailed uponrequest. 


ADDRESS 


Treasurer, 
Commercial Investment 
Trust Incorporated 


1 Park Ave., New York, N.Y. 
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some of those are original, then . . . 

And so on. 

No, they weren’t original jokes—| 
original, that is, in the sense of having 
originated with Mr. MacGregor or with 
us. (Humor manufacture is out of our | 
line.) 

Rather, they were very old, basic, 
grandpappy jokes, the ancestor ones 
that succeeding generations of jokes 
have been patterned after. 

They were original in the sense of 
Original Sin. 

We should have made that clear. 


Those $2 Jokes 


OUR OWN LITTLE joke department is 
doing very nicely. We offered $2 for 
each bit of fun about banking we could 
print, and the jokesters have been send- 
ing in some good ones. Others, of course, 
aren’t so good. 

But the useable jokes will begin to 
appear in BANKING next month. We 
decided to let the crop grow until 
August by which time we should have 
quite a harvest. 

Meanwhile, here are a couple of 
samples. They were submitted by 
STILLWELL TRAIN of The Citizens and | 
Southern National Bank, Columbia, | 


a 


A darky asked one of our bank 
tellers, upon being requested to en- 
dorse his check: ‘‘Cap’n, you want me 
to write my name on this check or | 
jest put my X mark on it?”’ 


Again: 

When a bank officer asked an old 
farmer to join the Christmas Club 
which was then forming, the reply 
was: “I sure would like to; you’ve 
got a mighty fine bunch of people 
down at your bank. But I’ve been 
sufferin’ from rheumatism and my 
wife has been sick and I don’t think I 
could get to the meetings. 


Fires of Hospitality 


AFTER ALL, IT’s hard to beat the 
Yankees—and we don’t mean the base- 
ball team. 

Comes a letter from DAvip MOSELEY, 
assistant cashier, Farmington Avenue 
Branch, Hartford (Conn.) National 
Bank and Trust Company, saying that 
he was very much interested in our June 


issue note about the Bank of Kodiak, | 
Alaska, and its fireplace. Then he says: | 


“We at the Farmington Avenue 
Branch of the Hartford National Bank 


‘NO ACCOUNT CHECKS 


As —_ as unscrupulous persons can 
secure blank checks, the “No Account” 
evil will continue. Perhaps no degree of 
watchfulness will prevent the crook 
from getting enough for his purpose but 
certain precautions can be taken to 
minimize the hazard. 


For example, consider the blank checks 
which merchants keep on hand for the 
convenience of their customers. This 
lege literally invites the criminal to 
elp himself, and he does, oftentimes 
cashing the checks in distant cities. 


If a merchant must be supplied with 
blank checks, why not imprint his name 
on the payee line... confining their 
use to one establishment . . . and pro- 
tecting others who might be victimized. 


We have a standardized “merchant’s 
check” with memorandum stub... 
available under our group order person- 
alized pocket check plan in units of 200 
checks each . . . priced as low as $1.00 
per unit, if orders for five merchants are 
grouped together. 


Why not send a group order for five 


merchants in your city. Samples will be 
sent upon request. 


IF UXE 


CHECK PRINTERS 


Lithographers and Printers 


Plants at 


NEW YORK CLEVELAND CHICAGO 


and Trust Company, Hartford, Con- | 


necticut, are very proud of the fireplace 


KANSAS CITY ST. PAUL 


| fA. 
‘A ( iy | 
| 


Tue objective of every 
banker is to operate and 
maintain a sound and pros- 
perous institution. 


Adequacy of service to cus- 
tomers and facilities that 
meet every banking need are 
factors that promote success. 


This Bank has been serving 
out-of-town correspondents 
for upwards of 136 years. A 
continuous growth in de- 
posits and resources is evi- 
dence that we have served 
them well. 


THE... 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 


PHILADELPHIA, PA. 


Capital, Surplus and Undivided Profits 
$42,000,000 


Member of Federal Deposit Insurance Corporation 


which we have in this institution. For 
your inspection I am enclosing a picture 
of the fireplace and decorations which 
we had last year at Christmas time. 

“T find BANKING very interesting and 
enjoy reading the articles therein.” 

The picture referred to shows a fire- 
place (at work) in a paneled room. 
Around the clock over the mantel is an 
evergreen wreath, and at one side of the 
hearth is a gayly tinseled spruce—a 
most hospitable scene. 


“Information, Please” About 
Banking 


A FEW WEEKS ago the banks in Group 
8, California Bankers Association, tried 
an “Information, Please”’ program that 
had many valuable by-products. 

At a meeting in Petaluma, attended 
by professional men, business men and 
farmers, the bankers answered questions 
submitted in advance by a number of 
guests who had been requested to ask 
something about a banking policy or 
problem that interested them. The 
queries were then divided among the 
group members who prepared their 
answers for the meeting. 

The local newspaper told the story at 
considerable length, and commented 
editorially on the idea—in fact, the 
editorial writer used material gleaned 
at the meeting as the basis for several 
articles. 

J. E. Drew, director of public rela- 
tions for the California Bankers Associ- 
ation, tells BANKING: 

“The average guest was amazed to 
find that bankers were eager to come 

(CONTINUED ON PAGE 8) 


Left, James C. Crase, vice-president, Ameri- 

can Trust Co., Petaluma, Cal., new president 

of California’s Group 8, and chairman of 

the “Information, Please” meeting; right, 

Fred A. Cassani, assistant cashier, Bank of 

America N. T. & S. A., Santa Rosa, retiring 
president 
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“Unforeseen events... need not change and shape the course of man’s affairs” 


INVISIBLE HANDS 


An unmistakable hum in the night...through gray clouds 
in a moonlit sky tiny red and green lights glow... glow and 
disappear in the darkness, as—swiftly and surely—the night 
plane to Los Angeles, to Chicago, to Miami, flashes by... 

Swiftly and surely. For at the controls are not only a 
competent pilot and co-pilot, but—in addition— invisible 
hands ... hands that have very materially helped bring to 
aviation in this country its remarkable record of progress. 


For progress and development in any industry are almost 


always in direct ratio to the degree of financial responsibility 
that industry can establish. 

The Maryland always has been closely associated with 
aviation...providing all-important insurance coverage...be- 
ginning with mechanics and other airport personnel and 
extending to the airliners themselves and their passengers. 

As aviation continues to grow, insurance keeps pace... 
developing new and necessary protection for aviation and 


the air traveler. Maryland Casualty Company, Baltimore. 


THE MARYLAND 


The Maryland writes more than 60 forms of Casualty Insurance and Surety Bonds. Over 10,000 Maryland Casualty agents and 


brokers can help you obtain protection against unforeseen events in business, industry and the home. 
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WE BURN THE 
MIDNIGHT OIL 


---TO GIVE YOU FASTER PRESENTATION OF 
CASH ITEMS THROUGHOUT NEW YORK STATE 


{ ope Marine Trust Company’s night transit service enables your 


bank to save up to 24 hours or more in presenting cash items 


throughout New York State. With very few exceptions, items reach- 


ing us prior to 12:30 will be presented the next business day in 58 


New York State cities and towns. 


This fast night transit service is possible because of the Marine Trust 


Company’s many correspondent banks throughout the state, and its 


strategic location in the world’s greatest market. 


It will pay your bank to investigate the possibilities of this speedy 


service. Send for a copy of our latest Night Transit Schedule. 


MARINE TRUST 
COMPANY OF BUFFALO 
A Marine Midland Bank 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


policies.” 


JUST A MINUTE—Continued 


forward in a face-to-face discussion and 
give direct, unequivocal answers to 
searching and sometimes embarrassing 
questions on bank operations and 


“Hell, I Couldn’t Run a Bank” 


THE First NATIONAL BANK of Ros- 
well, New Mexico, is celebrating its 50th 
anniversary on July 26. In connection 
with the birthday the bank is using 
some advertising copy that makes good 
reading. Printed below a drawing of 
Main Street, Roswell, as it looked that 
July day in 1890, the story says: 

When is a good day to start a 
bank? You never know, but July 26, 
1890 was a good one. Late that after- 
noon, a buckboard wagon with four 
men and a team of horses pulled up in 
front of the Pauly Hotel on the 
dusty main street of Roswell, after 
a long drive from Albuquerque. They 
had $40,000 in cash with them, the 
silver and gold in a box under the 
seat, the bills sewed into the lining of 
their coats. They went indoors and 
rented a room off the hotel lobby, 
and had them a bank. 

The town evidently needed it. 

Fifty years later, it still does. 

The only way you can measure a 
bank on paper is with rows of zeros. 
The $40,000 plus 50 years equals 
$5,000,000, and the arithmetic of it is 
the life story of a young Vermonter 
who brought the buckboard party 
across the valleys and plains to the 
door of the Pauly Hotel. 

It was his boss in Albuquerque who 
said he was to come to Roswell and 
open a bank, and he replied, “Hell, 
I couldn’t run a bank.”’ But he came, 
and from the very first, though it was 
a matter of 23 years before he as- 
sumed the presidency (1913), he was 
the man who really ran it. His death 
in 1934 saw his work solidly embodied 
in the institution that survived him. 

He was E. A. Cahoon. The town 
thought of him as Ned. One genera- 
tion—his own—remembers him as a 
handsome young man with a black 
mustache and, on occasions of pioneer 
propriety, a silk hat and frock coat. 
A later one recalls the impressive 
character with the white hair, blue 
eyes, grave countenance, a big man, 
in harmony with marble pilasters and 
mahogany and the high polish of 
vault bolts. 


That’s only half the “ad.” The other 
half, which we haven’t space for, tells, 
in the same vein, about the growth of a 
banking institution in a territory that 
“makes a great wheel with spokes a 
hundred miles long.”’ 

(CONTINUED ON PAGE 10) 
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What Bank would think of Financing 


a horseless carriage in 1907? 


Rugged individualists who dared to buy 
cars in 1907 usually had cash on hand to 
satisfy their whims and paid on the aver- 
age of $2,137. Later, as mass production 
reduced prices and sales increased, the 
dealer was called upon to “carry” his 
customers. In the last decade, specialized 
finance companies have to a great extent 
met credit requirements. 


Recently Chubb & Son introduced a new 
insurance program especially adapted for 
banks desiring to develop consumer 


credit business in financing the purchase 
of automobiles and commercial vehicles 
on the installment plan. 


Under Chubb & Son’s master policy, 
banks may now offer the public a com- 
plete automobile financing service, and 
assume a more important position in an 
exceptionally profitable field. The inau- 
guration of this new insurance is typical 
of Chubb & Son management, which 
Strives to anticipate the changing needs 
of finance, industry and commerce. 


For full details, see our agent in your community or write us for his name. 


CHUBB & 


SON Managers 


Federal Insurance Company and Associated Companies 


90 JOHN STREET 


—— 
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“How do you like the new 
car? Isn't it quite an im- 
provement over the one 


that was recently stolen?” 


“It's great—and so was 
the service | received from 
the Berkshire Mutual 
agent. I've carried insur- 
ance for years, but never 
have | received such 
prompt and friendly serv- 
ice! Believe me, from now 
on, all of my fire insur- 
ance goes to the Berkshire 
Mutual. If you're wise, 
you'll do the same. Why 
not ask their local agent 
for a copy of their new 
Comprehensive Auto 


folder.” 


BERKSHIRE 


MUTUAL FIRE 
INSURANCE CO. 


INCORPORATED 1835 
PITTSFIELD, MASSACHUSETTS 


“OVER ONE HUNDRED YEARS 
OF CONTINUOUS SERVICE” 


JUST A MINUTE—Continued 


On Page 90 


IN THIS MONTH’s News Paper there’s 
a preview of the program for the 66th 
General Convention of the American 
Bankers Association at Atlantic City, 
September 22-26. Events at the general 
sessions are outlined, and you’ll find 
information about the numerous in- 
formal roundtable discussions that are 
to be a feature of the Association’s 
annual get-together. 


The Bank Women 


THE ASSOCIATION OF BANK WOMEN 
meets at Atlantic City, Sept. 19-21, 
we’re reminded by our newsy contempo- 
rary The Woman Banker, published by 
that active group of bank people. 

Miss MitprepD Roserts, president 
of the association, recently made an air 
tour of the country, attending numerous 
group meetings of women bankers. Miss 
ROBERTS, assistant cashier of the Citi- 
zens National Trust & Savings Bank, 
Los Angeles, visited 25 cities in the 
course of her trip. 

The vice-president this year is Emma 
E. Claus, secretary-treasurer, trust 
officer and director, Bankers Trust 
Company, Gary, Indiana. The associa- 
tion also has eight regional vice-presi- 
dents, representing geographical districts 
of the country. 


Birthday Cakes 


{ For THE PeopLes NATIONAL BANK 
OF TARENTUM, Tarentum, Pennsyl- 


Modernize 
YOUR OFFICE 


@ Harter Steel Chairs are gracefully 
smooth in design and noteworthy for 
their ease and comfort. They are the 
right and proper choice for any office 
modernization program. 

Chairs of the Chevalier Suite, illus- 
trated above, are by one of the coun- 
try’s foremost designers. The best of 
modern flowing lines is here com- 
bined with the traditional comfort 
and sturdiness of Harter Steel Chairs. 


Harter is also an outstanding name 
in the posture chair field. Indeed 
there is a Harter Steel Posture Chair 
for every type of seated work — for 
executive, office or factory use. Write 
for catalogs. The Harter Corporation, 
Sturgis, Michigan. 


HARTER 


INSTALL SMART STEEL CHAIRS 


vania, which celebrates its 40th birth- 
day with a souvenir booklet telling the 
story of the bank and its community. 


For THE METROPOLITAN BANK OF 
Lima, Ouro, which recently observed 
the 50th anniversary of its establish- 


POOR’S PUBLISHING COMPANY, 90 BROAD ST., NEW YORK 
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Harness the Loan Power 


INVENTORY 


Held Warehousing Ay Douglas-Guardian 


Many bankers, our field men report, believe the business executives of their 
community well informed on Inventory financing and Douglas-Guardian 
Field Warehousing Service. 


Yet hundreds of recent experiences indicate that attractive but undiscovered 
loan opportunities exist practically everywhere. One of the services ren- 
dered by our Douglas-Guardian field men is assisting banks to locate de- 
sirable opportunities for loans on Field Warehoused collateral. 


The banker’s security on such loans is gilt-edged. The inventory warehoused 
is under our strict bonded custodianship, and released only on the banker’s 


instructions. 
*417 YEARS EXPERIENCE” 


The key men of Douglas-Guardian have had over 17 years experience rendering the spe- 
GLAD TO MAIL YOU cialized service of Field Warehousing. Thousands of bankers recommend our services to 
THIS BOOKLET FREE customers wishing to arrange loans. Through our 16 strategically located offices we render 
a nation-wide service. We go anywhere for business. 


Gives comprehensive information about 


Field Warehousing in general, and Doug- MAIL THE COUPON 


Call in the Douglas-Guardian man who resides in or visits your community. The coupon 

your file for reference. provides a convenient method of expressing interest, without obligation. It also brings our 
FREE Booklet. Accompanying it will be information on the extension of legal loaning limit, 
under most state laws, for Field Warehoused collateral. 


DOUGLAS-GUARDIAN WAREHOUSE CORPORATION 


Nation-Wide Field Warehousing Service. Regional Service Offices at: CALLIN THE DOUGLAS-GUARDIAN MAN 


New Orleans, La. Springfield, Mo. Easton, Md. DOUGLAS-GUARDIAN WAREHOUSE CORP. 
118 N. Front St. Holland Bldg. 428 South St. 100 W. Monroe Street, Chicago, IIl. 


Chi MT O) We accept your offer to supply 

cago, Il. Los Angeles, Cal helpful information on getting 
100 W. Monroe St. a agg loan based on Field Warehousing. 
Tower Petroleum Bidg. Atlanta, Ge. Garfield Bids. O Send your booklet “Financing 
the Modern Way.”’ 


Dallas, Texas 


Memphis, Tenn. 340 Hurt Bidg. San Francisco, Cal. 


106 Porter Bldg. Cleveland, Ohio 485 California St. 


i idg. 
Cincinnati, Ohio Portland, Ore. Bank’s name 


Union Trust Bidg. New York, 209 U. S. National Bank Bids. 
50 Broad St. Address. . 


Commerce Bidg. 76 Sunapee St. 416 Tampa St. 
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Dealers in 
UNITED STATES GOVERNMENT 
STATE AND MUNICIPAL SECURITIES 


BANKERS TRUST COMPANY 


NEW YORK 


Member of the Federal Deposit Insurance Corporation 


BANKING 
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* WASHINGTON x 


News of Importance to Banking and Business 


N connection with plans for financing 
the defense program, the following 
statement was made to BANKING 

by Leon Henderson, member of the ad- 
visory commission on national defense. 
Mr. Henderson’s particular field on the 
Council is stabilization of prices. His 
statement follows: 

“While reasonable prices are an in- 
dispensable feature of adequate pre- 
paredness, they cannot be maintained 
in the face of abnormal demand, unless 
the production of essential goods keeps 
up with the demand. This does not 
necessarily mean that production of 
peace-time goods has to be stopped. 
So long as the nation continues to have 
large unemployed resources, both hu- 
man and material, the country should 
be able to gear itself to the production 
of defense supplies while at the same 
time improving the average standard of 
living and thereby again attaining full 
and normal employment of its resources. 
The more workers there are employed 
at defense industries, the greater will be 
the demand for consumers’ goods. 

“In keeping the wheels of our econ- 
omy turning, the banker can and will 
play an important part in his com- 
munity. The vast pool of private-held 
idle capital should be put to work. 
Excess reserves of members of the Fed- 
eral Reserve System now exceed $6,300,- 
000,000. While government financial 
agencies like the RFC and the Ex- 
port-Import Bank are ready to lend a 
strong hand, they should be employed 
only as a last resort. 

“After all, government corporations 
like the RFC operate largely on money 
borrowed from the banks. I anticipate 
that the program will provide oppor- 
tunities for the banks more freely to 
apply their financial resources locally, 
and thus the process of government 
borrowing would tend to be curtailed. 
It is an indispensable feature of the 
profit system that reasonable risks be 
assumed by private capital.” 


Consumer credit control 


In an address on May 29 before the 
American Industrial Bankers Associa- 
tion convention in Washington, Woodlief 
Thomas, assistant director of research 
and statistics of the Federal Reserve 
System, discussed some of the regulatory 
problems raised by the growth of con- 
sumer loans. These loans, he told the 
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convention, have “been of growing 
popularity with commercial banks and 
are likely to be much more fully ex- 
ploited before a maximum level is 
reached.” 

“The broad expansion that has oc- 
curred in the past two decades in the 
volume of consumer credit means that 
there is a growing area of the credit 
structure that is less amenable to 
Federal Reserve policies. . . . What 
would be needed are rules that vary in 
accordance with the needs of the time. 
But who shall decide when and to what 
extent standards shall be varied, how 
shall compliance with them be en- 
forced, and, finally, what instruments 
of control shall be used?” 

A suggested means of controlling the 
volume of consumer credit which ap- 
peals to Mr. Thomas is the power to 
vary the minimum size of down pay- 
ments required and the maximum term 
of loan permitted in instalment-sales 
financing. This idea, he states, “de- 


serves and no doubt will receive further 
attention and discussion.” 


Federal agency losses 


WHEN SENATOR Byrp introduced his 
Senate Resolution 150 calling for de- 
tailed information on the financial 
accounts of the various government 
corporations and agencies, he started 
something. The Treasury reply to this 
resolution was delivered in the form 
of 64 volumes, 32 of tabular information 
and 32 of narrative. When the docu- 
ment is printed, it will be known as 
Senate Document No. 172, 76th Con- 
gress, 3d Session. How big it will be 
when completed, it is still too early to 
say. Part one alone will contain 338 
printed pages measuring 14 x 10% 
inches. 

From the summary table of revenues 
and expenditures cumulative from the 
inception of the agencies to June 30, 
1939, the table which is shown below 
has been excerpted. 


GOVERNMENT CORPORATIONS AND AGENCIES 


Summary of revenues and expenditures cumulative from inception of the agencies to June 30, 
1939 (adjusted) 
Cin millions of dollars) 


CORPORATION OR AGENCY 


Electric Home and Farm Authority 
Export-Import Bank of Washington 
Federal National Mortgage Association 
RFC Mortgage Company 


TOTAL, GENERAL FINANCING AND INSURANCE 


Federal home loan banks 

Federal savings and loan associations 
Federal Savings and Loan Insurance Corp 
HOLC 


TOTAL, HOME FINANCING AND INSURANCE 


Farm Credit Administration: 
Agricultural marketing act revolving fund 
Emergency Crop and Feed Loan Section 
Banks for cooperatives 
Federal intermediate credit banks 
Federal land banks 
Production credit corporations 
Regional agricultural credit corporations 
Farm Mortgage Corporation 
ccc 
Farm Security Administration 
eral Crop Insurance Corporation 


TOTAL, CONSTRUCTION FINANCING 


Panama Railroad Co 
U.S. Maritime Commission 


+++ 


TOTAL, TRANSPORTATION AND MERCHANT MARINE 


TOTAL, OTHER 
GRAND TOTAL 


ee GAIN LOSS 
TOTAL, AGRICULTURAL FINANCING AND INSURANCE ........... 819.1 
26.6 
Puerto Rico Reconstruction Administration... .. . 38.0 
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You kind of hope it is—for a 
lot of good news and good times 


come your way by telephone. 
Maybe it’s a date for Sister 
Sue. Or a golf call for Dad. Or 
Bill asking if Jimmie can go to 
the movies. Or Grandma calling 


The Bell System cordially invites you to visit its exhibits at the New York \ 
World’s Fair and the Golden Gate International Exposition, San Francisco 


"IS IT FOR ME?” 


Mother to find out if things are 
all right. And everything is more 
likely to be all right when there’s 
a telephone in the home. In 
many, many ways, it is a real 
friend of the family. 

BELL TELEPHONE SYSTEM 


DIVIDEND 
ARMOUR 4x0 COMPANY 


OF DELAWARE 
On May 24 a quarterly dividend of one and 


three-fourths per cent (134%) per share of 
the Preferred Capital Stock of the above 
corporation was declared by the Board of 
Directors, payable July 1, 1940, to stock- 
holders of record on the books of the Com- 
pany at the close of business June 11, 1940. 

E. L. LALUMIER, Secretary 


in LARGER AMOUNTS arranged PRIVATELY 
with banks at total annual cost as low as 


on SECURITIES 
2% on LIFE INSURANCE 


Based on Size, Maturity and Collateral. No 
amortization or cash balance required. 


COLLATERAL DISCOUNT CORP. 


Graybar Bidg., New York City 


Congressman Smith says banks 
must buy government bonds 


Intrigued by a statement made on 
the floor by Congressman. Frederick C. 
Smith (Congressional Record, May 31, 
1940, p. 11100) that “we in the United 
States are today forced to buy govern- 
ment bonds,”’ BANKING asked the Ohio 
Republican to explain. He replied: 


“Under inconvertible paper currency, 
government loans are not free transactions 
but are forced. Confidence in the future 
value of the dollar is wholly incompatible 
with irredeemable paper currency. The in- 
vestment market for private securities being 
collapsed, there is no other outlet for such 
savings as the people may still be able to 
accumulate except in government bonds. 

“The people are forced to invest their sav- 
ings in governments, not because they have 
full faith in their future value, but because 
they have little or no faith in the value of 
private investments. Convertibility being 
the only effective check against over-issues 
of currency by the Government, under the 
present system the Government is free to 
force the sale of its obligations and to fix the 
interest rate thereon. The nature of the 
banking system lends itself admirably to 
this process. It is virtually under compulsion 
to absorb any amount of securities the 
Government cares to issue.” 


Dr. Smith, who hails from Marion, 
Ohio, where he was mayor for three 
years before coming to Congress, has 


| the distinction of having substituted a 


surplus for a deficit in the treasury 
of his home town. This was no easy 
job, since it involved the abolition of 
many political jobs, reorganization of 
the municipal departments, etc. Con- 
gressman Smith is convinced the na- 
tional budget can be balanced, and, to 
show that he means it, he voted against 
the WPA appropriation. 


Comptroller’s office 


(Excerpt from Senate hearings on bill 
to amend the RFC Act, May 14, 1940, 
p. 8.) 

Mr. Jones: The Comptroller’s office 
and the Treasury are one and the same. 

Senator Gass: It was not so in- 
tended by law. The Comptroller of the 
Currency is supposed to be an abso- 
lutely independent office. The law does 
not even require him to report to the 
Secretary of the Treasury. It requires 
him to report to the Congress. 

Mr. Jones: That is the way it should 
be, but that is not the way it is. 

Senator GLass: You say that is not 
the way it is being done, but that is 
what the law requires. 

Mr. Jones: That is correct. The 
Comptroller of the Currency has just 
as much authority as any other clerk in 
the Treasury and no more. That is, he 
(CONTINUED ON PAGE 16) 
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A NEW MODEL 


INTERNATIONAL PROOF MACHINE 


om: 


Small and medium-sized banks may now enjoy the same 
modern facilities for handling check department opera- 
tions as already employed by hundreds of large banking 
institutions throughout the country... 

This new Proof Machine performs the same functions 
of check-sorting, -listing, -proving, and -endorsing as the 
previous model. The only difference is that it has but 
twelve classification sorting keys, sorting pockets, and 
classification adding machines instead of the usual 
twenty-four. All otheroperating features remain the same. 

Your bank... regardless of size...can profit through 
the increased efficiency and operating certainty made 
possible by International Proof Machines. Write or 
*phone today for complete details. 


e 
S 
y 
y 


IT SORTS, LISTS, AND PROVES 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


World Headquarters Building Branch Offices 
590 MADISON AVENUE, NEW YORK, N. Y. IN PRINCIPAL CITIES OF THE WORLD 
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TO AMERICAN TRAVELLERS 


CANADA invites AMERICA to visit its many places 
of interest and enjoy the same cordial hospitality as 


in peace time . 


. . A special incentive to spend vaca- 


tions in the Dominion this year, is the 


liberal premium on American dollars— 


based on the official foreign exchange rate. 


Suggest to your clients that they make 
The Royal Bank of Canada their bank- 
ing headquarters while in Canada. 600 
Branches throughout the Dominion ready 
to extend every possible assistance. 


THE ROYAL BANK OF CANADA 


Resources over $950,000,000 


Head Office, MONTREAL 


. New York Agency, 68 WILLIAM STREET 


An International Bank Serving 29 Different Countries 


Lon 


LONDON & 
LANCASHIRE 
GROUP 


THE SHIELD 
OF SECURITY 


Financial institutions today have more 
property in their charge than ever 
before. Executives responsible for the 
proper protection of this property 
know that it is secure when insured 
in the companies of this group. 


don & Lancashire 


THE LONDON & LANCASHIRE INSURANCE COMPANY, LTD. « ORIENT 
INSURANCE COMPANY « LAW UNION & ROCK INSURANCE COM- 
PANY, LTD. » SAFEGUARD INSURANCE COMPANY OF NEW YORK 
STANDARD MARINE INSURANCE COMPANY, LTD. (Fire DEPARTMENT) 
LONDON & LANCASHIRE INDEMNITY COMPANY OF AMERICA 


WASHINGTON—Continued 


inst 

are 

assumes no more authority. The general to : 

counsel — dep 
Senator TOWNSEND (interposing): Is 

that because he does not assume the Cr 


authority that rightfully belongs to 
him, or because he accedes to the wishes 7 
of the Secretary? 


Mr. Jones: He accedes to the wishes ter 
of the Secretary in order to hold his sta 
job. me! 

Senator TownsEnD: Is he appointed cre 
by the Secretary of the Treasury? me 

Mr. Jones: He is appointed by the ma 
President, but under the law the Sec- ma 
retary of the Treasury employs the exa 
deputies and fixes their salaries. So it is col 
an incongruous thing if I know what Fa 
that word means, but it is so neverthe- 
less. Gr 
Real estate loans 

IN THE SENATE HEARINGS on the wil 
RFC bill, Senator Carter Glass re- go 
iterated his opposition to real estate Mi 
loans by commercial banks. He stated: me 
“T am utterly opposed to commercial th: 
banks filling their vaults with real mi 
estate loans. Goodness knows, they are an 
filled up to the brim now with United wi 
States bonds—62 per cent of all the in- ne 
debtedness in the banks. And now to Br 
fill them up further with real estate be 
loans does not appeal to me. . . for " 
50 years a national bank was not per- it 
mitted to own any real estate except the of 
bank in which it conducted its business. ine 
That happened for 50 years; and I do ab 
not see any reason why we should now St 
liberalize that section of the bill. We M 
liberalized it once and made it 10 years 
Flying cadets at Randolph Field, Texas. TI 
The Government hopes for 7,000 new pilots U. 

annually 


INTERNATIONAL 
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instead of 5. . . . Commercial banks 
are supposed to be liquid and prepared 
to respond to any demand upon the 
deposits.” 


Credits for the Allies 


THE AMENDMENT to the RFC Act 
makes possible the extension of short 
term credits to the Allies, notwith- 
standing the Johnson Act. The amend- 
ment provides that any corporation 
created by the RFC under the amend- 
ment to acquire strategic and critical 
materials may make payments for such 
materials in advance of delivery. For 
example, British sellers of tin may 
collect even before the tin leaves the 
Far East. 


Growing gold stock 


AT THE END oF 1940, if the present 
rate of imports holds, the United States 
will have 72 per cent of the world’s 
gold stock. According to Dr. August 
Maffry of the Department of Com- 
merce, the present U. S. stock of more 
than $19,000,000,000, or almost as 
much as all the world’s central banks 
and governments held in January 1934, 
will have grown to $21,000,000,000 
next December. Since January 1934, 
British and French gold holdings have 
been reduced roughly $2,800,000,000. 
“For the duration of the war at least, 
it is probable that the gold holdings 
of the United States will be rapidly 
increased at the same time that realiz- 
able capital claims against the United 
States are becoming smaller,” Dr. 
Maffry states. 


HERBERT M. BRATTER 


The nation’s most powerful warship, the 
U. S. S. Washington, is launched at the 
Philadelphia Navy Yard 


Lal 


EUROPEAN 


THE BASIC POLICIES of this organization have contin- 


ved as originally established with such moderate 


changes as have been-occasioned by the passage 


of time and the development of new external conditions. 


Essentially, they reflect a conception of investment that 


puts income above increment and principal above profit. 


A readable brochure further outlining basic policies and 


activities of this organization, will be sent upon request. 


HALSEY, STUART & CO. INc. 


CHICAGO, 201 SO, LASALLE STREET + NEW YORK, 35 WALL STREET 


AND OTHER PRINCIPAL CITIES 


GENERAL MOTORS ACCEPTANCE CORPORATION 


is engaged primarily in facilitating 
wholesale distribution and retail 
sales of the following products of 
General Motors Corporation and 
its world-wide afhliates: CADILLAC. 
LA SALLE, BUICK, OLDSMOBILE, 
PONTIAC,CHEVROLET automobiles: 
PRIGIDAIRE appliances for refrig- 
eration and air conditioning; 
DELCO lighting, power 

and heating equip- SENERA 
ment; GMC trucks; 
BEDFORD, VAUX- 
HALL, OPEL, BLITZ— 


OR 


INSTALMENT 
PLAN 


foreign made automotive vehicles. 

The business consists of invest- 
ments in self-liquidating credits, 
widely diversified as to region 
and enterprise, capital employed 
being in excess of $80,000,000. 

In obtaining short term accom: 
modation, GMAC issues one stan- 
dard form of note. This obliga- 


tion it offers to banks 
and institutions, in 
convenient maturities 
and denominations at 
current discount rates. 


These NOTES are available, in limited amounts, upon request. 


EXECUTIVE OFFICE NEW YORK ¢ BRANCHES IN PRINCIPAL CITIES 


- 
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“See yourself as others see you” applies to banks 
as well as individuals. A single detail overlooked 
may mar the whole effect. For instance, do your 
checks reflect your bank’s prestige as effectively as 
your building does? 

Todd checks are proven good-will builders... 
smart as a well-tailored suit ...crisp as a new dollar 
bill... unusually easy to write on. 

Customers like these features and they appreciate 
the effective, exclusive safeguards which Todd 
checks provide—a sensitive surface design that is 
destroyed by erasure...a hidden pattern of the word 
VOID that even ordinary ink eradicator brings out 
boldly...insurance which guarantees this protection 
from fraud losses and covers both customer and bank. 

Write for cancelled specimens. Test them. See for 
yourself all that Todd checks—the only ones of 


their kind manufactured anywhere —have to offer. 


OFFICES IN ALL PRINCIPAL CITIES 


BANKING 
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A Glimpse of New Books 


Economic Warfare. By Etnzic. 
(Macmillan, New York, $1.90.) 


EVISING his Economic Problems of 
the Next War in the light of what 
happened last September, October and 
November, Dr. Einzig, who had urged 
the fullest economic preparedness be- 
fore Britain should actually fight, here 
surveys ways and means of economic 
offense and defense. The democracies’ 
economic superiority he calls “incon- 
testable,” asserting that “since in a 
prolonged war the superiority of eco- 
nomic resources is bound to become a 
factor of decisive importance, the vic- 
tory of the democratic Allies in the pres- 
ent war may safely be regarded as a 
foregone conclusion.” 


Trade Agreements. By JoHN Day 
LaRKIN. (Columbia University Press, 
New York, $1.) 


N this little book we have a “study in 

democratic methods,” favorably view- 
ing and reviewing the process and policy 
of the agreements. It is the first of a 
series of small volumes on the interna- 
tional economic relations of the United 
States, to be published under auspices 
of the Carnegie Endowment for Inter- 
national Peace. Dr. Larkin answers 
contentions that the agreements pro- 
cedure is unconstitutional, stresses its 
democratic features and compares the 
system with the “pressure politics” 
methods of congressional tariff making. 


Principles of Investment. By GEORGE 
HEBERTON EVANS, JR., and GEORGE E. 
BaRnETT. (Houghton Mifflin Company, 
Boston, $2.25.) 


DDRESSED primarily to the in- 
dividual investor, this book pro- 
ceeds on the premise that each investor 
must build a portfolio to fit his own re- 
quirements, a proper analysis of which 
is a vital preliminary. Some of the sub- 
jects discussed are the nature and treat- 
ment of uncertainty, liquidity, taxabil- 
ity, evaluation of investment qualities, 
investment associations (savings banks, 
life insurance companies, building and 
loan associations, investment trusts and 
companies), and security analysis. The 
aim is to give the proper approach to 
investing rather than a set of rules, 
although specific problems are taken up 
in an appendix. 
The book, started by the late Pro- 
fessor Barnett of Johns Hopkins, was 


completed by his colleague, Professor 
Evans. 


July 1940 


Principles of Bank Investment. (Bond 
Portfolio Committee, Pennsylvania 
Bankers Association.) 


_ usefulness of bond portfolio con- 
ferences, whether local or statewide, 
is attested by the large number of bank- 
ers who attend these meetings. The 
Pennsylvania Bankers Association con- 
ference, the proceedings of which are 
here published, attracted some 850 
representatives of more than 400 banks 
to the sessions in Philadelphia and 
Pittsburgh. 

The association endeavored to ap- 
proach the problem of bank investment 
“primarily from the point of view of 
bank management,” says George P. 
Shotwell, chairman of the bond port- 
folio committee, in an introduction. “So 
much emphasis has been placed in re- 
cent years upon bond ratings, maturity, 
eligibility, diversification, and various 
quality tests of bonds that it was deemed 
advisable to center the initial discus- 
sions upon the broad phases of bank in- 


vestment and management in the light 
of established principles, leaving certain 
specific problems for subsequent con- 
ferences.” 

The papers printed in this book con- 
form to that general pattern. 


Reminiscences of a Scottish Laddie. 
By James P. GARDNER. (Bruce Hum- 
phries, Inc., Boston, $2.) 


[ you want to get away from the war 
for an hour or so, this small volume 
opens a door into a serene, unblitz- 
krieged world. Mr. Gardner, a retired 
banker, tells the story of a happy boy- 
hood, first along the Tweed in southern 
Scotland and then in the New York 
of the ’80s. He concludes with a brief 
picture of his apprenticeship days with 
a bank in the metropolis. 

Mr. Gardner writes well, whether of 
experiences in the Abbotsford country 
or on Broadway during the Blizzard of 
’88. He does not misuse sentiment. It’s 
always a pleasure to welcome a book 


An adaptation of BanKinc’s lobby library plan is being tried by the 
Security-First National Bank of Los Angeles. The books, on home-building 
and home-keeping, are intended to interest housewives and others in the 
idea of borrowing for home construction. 
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Checks, Collateral, 
or Pass Books... 


There’s a Lamson-Tube Carrier 
for Every Bank Requirement 


Lamson Dispatch Tubes are made in 
sizes to meet every banking or business 
requirement. Small 144” diameter tubes 
whisk checks from tellers’ cages to the 
bookkeepers. The 4” x 7” oval carrier is 
preferred for pass books, while the giant 
3” x 12” carriers will handle stock cer- 
tificates, bonds, or collateral papers, 
complete letter files or other bulky 
papers without folding. 

A nearby resident Lamson engineer 
will be glad to make a survey of your 
problem without cost to you. 


Just write 


THE LAMSON COMPANY, iiNC. 
Syracuse, N. Y. 


Pioneer Manufacturers of 
Pneumatic Tube Systems 


Travel’ SMART 


BANK /AMERICA 
TRAVELERS 


Backed by the resources 
of a billion dollar bank 


Issued by Bank of America NT&SA 
495 branches in California 
Main Offices: San Francisco and Los Angeles 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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that reflects gracious living; here, cer- 
tainly, is another. 


Consumer Credit. (Bureau of Business 
Research, University of Michigan, Ann 
Arbor, $1.) 


— publication is the proceedings 


this year under sponsorship of the In- 
stitute of Public and Social Administra- 
tion and the School of Business Admin- 
istration at the university. Participants 
| represented retailing, banking, small 
loans, manufacturing and education. 
Topics discussed included “‘The Re- 


Status”, “‘The Scope and Limitations 
of the Field of Consumer Credit’’, 
“Competition in the Field of Consumer 
Credit — Type and Effect on the Con- 
sumer”’, 
| Credit”; and ‘‘ Economic Consequences 
| of Consumer Credit’. The general dis- 
| cussions of the several topics are 
| incorporated. 


| 
| A Forum on Finance. Edited by 
George B. Roberts. (Columbia Univer- | 


| sity Press, New York, $2.50.) 


ERE are 15 lectures delivered to the 
banking seminar of Columbia’s 

| School of Business. The speakers, prom- 
inent bankers and professors, cover a 


| comprehensive variety of topics ranging | 
| from Germany’s deficit financing to the | 


| work of the Export-Import Bank. Mr. 
| Roberts is a lecturer in banking at the 
| university. 


Briefly 


Weltanschauung, Science and Econ- 
| omy. By Werner & Sombart. (Veritas 
| Press, New York, $1.) A philosophical 
| essay, in translation, taken from a tes- 


| timonial volume in honor of the 60th | 


| birthday of Hjalmar Schacht. 


Helping the Delinquent Borrower. | 
(Federal Home Loan Bank Board, | 
| Washington, D. C.) This pamphlet, | 


| 
| 


| Federal Home Loan Bank Review, de- 
| scribes HOLC methods and _ their 
results. 


The Bureau of National 
Washington, D. C., sends us vol- 
umes 3, 4 and 10 of the proceedings of 
the Temporary National Economic 
Committee, covering May, June and 
| December 1939, and January 1940. 
_ Banking was considered at the hearings 
| during those months. The price of the 
| books is $5 each, or $14.75 for the three. 


of a national conference held earlier | 


lation of Consumer Credit to Family | 


“Regulation of Consumer | 


| based on two articles published in the | 


Affairs, | 


Today — 


A financial bulwark 
of Safety 


Millers National’s financial 
statement discloses some un- 
usual things — a high degree 
of liquidity, strong reserves, 
and high grade investments. 


As a banker, you know that 
these things are vitally im- 
portant now in our shifting 
economic world. 


You are invited to investi- 
gate this source of protection 
to your customers and your 
own banking institution. Ask 
for a copy of the latest Millers 
National financial statement. 


MILLERS NATIONAL 
INSURANCE COMPANY 


ESTABLISHED 
HOME OFFICE + CHICAGO 


easy as this! 


At New York’s Grand Central Ter- 
minal just toss your bag to a porter 
Ben 


escort you through our private pas- 


and say “Hotel Roosevelt” 


sageway, direct to the Roosevelt 
lobby . . . Time-saving convenience 
andcompletecomfort . . . Satisfying 


. Restful rooms, from $4.50. 


HOTEL 
ROOSEVELT 


BERNAM G. HINES, Managing Director 
MADISON AVENUE AT 45th ST., NEW YORK 


ONLY 20 MINUTES BY EXPRESS SUBWAY TO THE WORLD'S FAIR 
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W Hy TWO ‘part-time’ office machines 
when THIS ONE fwll-timer’ will do? 


Many a businessman, faced with rising costs and slimmer profits, casts 
a hostile eye on his calculating machine that sees action an hour or two 
a day ...on his listing-adding machine that serves him “part-time” as 
well. Does he need the advantages of both machines? Yes... Does their 
use justify their cost? No... But now comes Remington Rand’s new 
Printing Calculator. It combines, in one compact mechanism, the best 
features of adding machine and calculating machine— at little more than 
adding machine cost. 

The minute you make the Printing Calculator standard equipment on 
all your office figuring, you promptly score on several important counts. 
You replace two machines with one. You eliminate costly investment 
in machines that lie idle some of each day. You put your figure-work on 
the same production basis that makes your business profitable. 


The Printing Calculator adds and subtracts. It multiplies. It divides 
automatically. No matter what problem you give it, the Printing Cal- 
culator always tells the truth, printing in permanent form every factor 
of every calculation. Gone is the need to verify the work. Gone is all 
chance for error in copying results from dials. The Printing Calculator 
has no dials. It has no movable carriage. It makes correct decimal 
selection practically automatic. It requires no specially trained oper- 
ators. Its compact 10-key keyboard can be instantly mastered by any- 
one. Plugged into any electrical outlet, it is ready to go to work on payroll 
and order extending, interest computing, expense prorating, inventory, 
costing . . . and all other figure-work. The limit of its profitable uses 
has yet to be reached. 


Every profit-minded executive should know bow the Printing Calcu- 
lator operates—how successfully it can be applied to all office figuring. 
By all means, see it demonstrated today at your nearest Remington 
Rand office. If this is not convenient, simply address a request, on your 
business letterhead, for the illustrated Printing Calculator brochure, 
to Dept. 67, Remington Rand Inc., Buffalo, New York. In 
Canada, write to Remington Rand Limited, Toronto. 


The Remington Rand 
Printing Calculator 
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TRADE OPPORTUNITIES 
in LATIN AMERICA 


‘Tue attention of 
manufacturers and merchants 


throughout the United States 


be 
ha 


today is focused on the possi- 


bilities for increasing trade with 
Latin-American countries. 

The Chase National Bank maintains branches in several lead- 
ing cities in the Caribbean area, and has long established relation- 
ships with financial institutions in every trade center in Latin 
America. The Foreign Department of the Chase at the head office 
in New York thus has a timely and well-rounded knowledge 
of business and financial conditions in these countries. 

The benefits of these facilities and first hand connections are 


available to Chase Correspondent Banks. 


THE CHASE NATIONAL 
OF THE OF NEW 


BANKING 
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The Condition of BUSINESS 


E OUTLOOK. All down the line business is feeling 
sharply the effects of the change in national defense 
plans from the talk stage to definite action. The 
whole outlook has become something of a guessing bee 
as to how long the war will last, what will happen when 
it ends, and how far the Government will go in loosing 
the reins on industry and finance, and reforming the 
reforms. 

On all vital points there are more differences of opinion 
than in a schoolboy orchestra, and the public, especially 
the stock-speculating part of it, is unable to make up its 
mind for more than a few days hand running. The sudden 
speeding up of foreign and domestic purchases has put 
some industries to a temporary test, but the unused 
productive capacity of the country is tremendous. 

There are some bottlenecks, of course, notably avia- 
tion and shipbuilding, and the machine tool industry 
needs experienced workers, but in general a close in- 
spection of our industrial setup is reassuring. The na- 
tion’s industrial and financial plant is without the slight- 
est doubt able to take care of the additional burden and 
produce all goods scheduled during the year, if there is 
not too much interference from people who seem to be 
living somewhere north of the Milky Way and south of 
the Big Dipper. 

Like the notes of the band whose music goes in so 
sweet and comes out so sour, the difference between 
intentions and results of much recent legislation have 
become painfully evident. 


Cross INDEX. BANKING’s index of the general trend of 
business, obtained from a poll of 3,000 bank directors 
and bank presidents in all sections of the country, com- 
pared with the previous month, shows little change. 

Forty-three per cent of those polled for the purpose of 
this summary said that business was getting better, 37 
per cent found conditions about static and 20 per cent 
reported a decline. The month before, 42 per cent said 
that the direction was up, 41 per cent reported that their 
respective enterprises were holding their own, and 17 per 
cent reported an unfavorable trend. 

The composite cross index figure this month stands at 
68, compared with 71 last month. 


Quastions. How long the war will go on is not the only 
thing business needs to know. The list of questions in 
search of an answer reaches all the way from Pennsyl- 
vania Avenue to Downing Street. For example: 

Who will be President when the war is over? 

Will gold be money? 

Will there be a normal public market for government 
bonds? 

Will our rearmament program continue if the war ends 
abroad? 

Will there be an acute shortage of food in Europe? 

Will the Government be doing more than ever the job 
now done by banks? 
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What can we do with a national debt that may well be 
equal to our national income? Inflate or deflate or 
pontificate? 

If England stops fighting will that be the end of the 
war or the beginning? 

How will the huge defense program affect each of us— 
our home town industries for instance? 


Prospects BY INDUSTRIES. Of the endless list of things 
we do not know, this last item touches most closely our 
actual condition of business and our daily bread. While 
the answer varies for each community and industry, a 
careful check shows briefly the following prospects in 
various fields, taking rearmament plans into account. 
In general it stands to reason that all industry will feel 
the impetus of huge rearmament purchases and there 
will be a considerable increase in opportunities for using 
bank credit. 

AvIATION. By January 1941 it can be estimated at the 
moment that the capital invested in the aviation indus- 
try, including transport lines, will exceed $600,000,000, 
or double what it is now. A month or two hence this esti- 
mate might well be superseded by different figures be- 
cause the industry is expanding at a very rapid rate. 

CuHeEmIcaLs. The chemical industries are so diversified 
that no general conclusions are possible as to expansion 
prospects. We have infinitely greater capacity in all 
chemical products than in 1914. Plant capacity is now 
believed adequate for currently expanded needs and 
there is no immediate capital problem, except in special 
instances. 

Housinc. Defense plans affect housing chiefly through 
the probable construction of plants in new locations, 
chiefly for purposes of decentralization. Will the houses 
be permanent or of a barracks type? If the expansion is 
regarded as temporary it is not likely that private 
financing will be readily forthcoming. Government aid 
would be available in such circumstances. 

UTILITIES AND AUTOMOTIVE. In both these all-impor- 
tant sectors of industrial mobilization—utility and 
automotive—we are in very good shape to carry the 
added defense burden. 

IRON AND STEEL. Production of steel can be stepped 
up to around 90 per cent of capacity without adding to 
plant capacity, but not much more. There are no new 
mills needed right now although plans are being made 
far ahead of actual expansion because of the large 
amount of capital required and the fact that it takes 
several years to get into production. 

MACHINE TOOLS. Apparently no important plant ex- 
tensions are scheduled at the moment in the machine 
tool industry. Ultimately, and perhaps very soon, some 
expansion might take place but the thing needed most of 
all is a larger supply of skilled workers. Liberalization of 
the Treasury’s depreciation policy for income taxes 
would be a stimulating factor. 

(CONTINUED ON PAGE 62) 
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Special Risk Analysis 
for Banks 


Bac K of the various forms of Fidelity and Surety Bonds 
issued by this Company is the financial stability of The 
Travelers. 

The Travelers maintains an experienced Fidelity, Surety 
and Forgery Bond staff, thoroughly capable of assisting 
bankers with all types of coverage and specializing in Risk 
Analysis for banks. This service, intelligently delivered by 
a Travelers agent or broker, is available to you without 
obligation. Inquiries are welcomed. 

A complete claim organization serves holders of Travel- 
ers policies and bonds, promptly and efficiently, no matter 
where the service is needed. There are 209 principal claim 
offices and 1,537 people who devote their entire time to 


claim service work. 


THE TRAVELERS INDEMNITY COMPANY 


HARTFORD, CONNECTICUT 


FIDELITY FORGERY 
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Billions for Defense 


The Practical Aspect of Government Borrowing 


ALBERT W. ATWOOD 


Mr. Atwoop was the author of “The Threat of Social- 
ized Credit” in the May issue of BANKING. He writes 
frequently for this magazine. 


necessity raise more than one financial question of 

the first order of importance. Naturally the answers 
depend upon the future scope of this expansion, a point 
upon which laymen in military affairs should speak with 
circumspection. But one point is already certain; the réle 
of government borrowing in the banking and financial 
scheme of things will be, if possible, even more signifi- 
cant in the future than in the past. 

We cannot tell, at this moment, whether the national 
defense program will remain around the 3 or 4 billion 
dollar level, or jump to some astronomical figure, such as 
12 billion a year, or 20, or even higher. Such figures are 
not suggested as likely, or unlikely; I do not pretend to 
know. But obviously financial arrangements must de- 
pend upon expenditures; if the Treasury needs a billion 
or more a month it will borrow differently than if it 
needs only a hundred million. 

Assuming, however, that borrowing will increase sub- 
stantially, if not in the immediate future, then certainly 
within a year, what are the practical questions to be 
considered? In the first place no thoughtful or fair 
minded person can fail to regret that we already have to 
start with a gross public debt of practically 43 billions, 
as compared with only 1 billion at the beginning of the 
World War in 1914. This is most unfortunate, to say 
the least. The point was expressed with especial vigor 
as long ago as last January in the annual financial review 
of the New York Sun by Professor Harley L. Lutz of 
Princeton University: 


Tr swift expansion of national defense must of 


“The enormous increase of the public debt has been a prodigal 
dissipation of a most important national defense resource, the 
public credit. Huge defense expenditures cannot repair or conceal 
this waste, nor can they be in any sense an adequate substitute for 
the financial power that has been thrown away since 1930.” 


With this statement there will be fairly general agree- 
ment, but Dr. Lutz’s further assertion that the public 
credit “cannot stand another great emergency without 
a degree of manipulation which would constitute a long 
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step toward forced loans and inflation” is one of those 
broad, sweeping statements regarding which debate 
might be carried on indefinitely. 

At any rate it can be confidently said that the mere 
raising of the necessary funds for defense should be ac- 
complished without imposing a serious strain upon the 
Treasury’s facilities, and it is probable, although not 
absolutely certain, that no dangerous strain will be im- 
posed upon the nation’s credit. From a practical stand- 
point there are several distinctly favorable factors. 

To begin with, the machinery for the sale of govern- 
ment securities is a very highly developed and extremely 
extensive one, far more so, of course, than at the begin- 
ning of the World War. The Federal Reserve banks have 
had many years of experience in handling government 
securities, as agents for the Treasury, and are not only 
familiar with every detail involved in their disposition to 
banks, life insurance companies, corporations and other 
institutions, but could, on short notice, set up machinery 
for campaigns to sell direct to the general public. 


Nor is there any reasonable doubt that individual in- 
vestors would buy governments on a far vaster scale 
than in the past, if appealed to on patriotic grounds. 
They have become familiar with the idea through the 
sale of baby bonds, and the Treasury has a huge mailing 
list of potential and actual investors, most of them aver- 
age citizens—what are known as “small” investors, 
which apparently means a person who can buy any- 
where from $10 to $10,000 of securities. 

In addition the American people have at the present 
time an enormous capacity to absorb securities. For a 
number of years we have had a period of decided un- 
investment, or underinvestment. Not only have insur- 
ance companies, corporations and trust estates kept an 
unusually large proportion of their resources in cash, 
but the same has been true of individuals. All classes can 
buy very heavily of governments, if their patriotism is 
appealed to, without considering the possibility of forced 
loans or inflation at all. 

It is interesting to note that, following the President’s 
first defense message, the Treasury actually received a 
considerable number of small donations, the largest 
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being for $350, and also suggestions that bonds be sold 
without interest. Such manifestations may not be 
important, except as they suggest the financial possi- 
bilities that lie in an aroused citizenry. 

The enormous sale of U. S. Savings bonds in 1939 is 
an important factor in the immediate situation. The 
Government has run a large deficit for some years and 
has accumulated a very large debt. But the Treasury’s 
actual cash position has been and is being greatly aided 
by the impressively large sale of these bonds and also by 
the sale of special obligations to the Social Security 
funds. 

In fact in 1939 the Treasury almost became inde- 
pendent of the open market for its cash requirements. 
Only one-fifth of its deficit was cared for by sales in the 
open market as compared with two-thirds in the previous 
six years. Indeed the proceeds from Savings bonds alone 
in 1939 supplied the Treasury with more cash than was 
obtained through the sale of marketable securities. 


Osviousty this means that the supply of government 
securities which are suitable for investment by banks, 
life insurance companies and other institutions has not 
increased at all rapidly for more than a year. To this 
extent the situation is a strong one. To just what further 
extent the sale of baby bonds can be expanded so as to 
ease still more the Treasury’s cash position against 
defense expenditures is a complicated question. 

Another interesting question to which no answer can 
be returned as yet is whether Savings bonds would con- 
tinue to be sold on the present basis if it becomes neces- 
sary for the Treasury to put on a campaign to sell regu- 
lar, coupon bearing, marketable bonds to the general 
public, as it did in the case of the Liberty Loans. 

Considering that Savings bonds are a demand obliga- 
tion, unlike marketable bonds, and also in view of the 
fact that interest on them has to be paid in a lump sum, 
rather than over a period of years, it would hardly seem 
the part of wisdom for the Treasury to expand their sale 
on a very great scale and thus incur the corresponding 
liabilities. 


Bor useful though the Savings bond has been in keep- 
ing the Treasury supplied with cash, it is hardly to be 
thought of as one of the major factors in the larger situa- 
tion. To drive home the point, merely let me say that no 
reader of this article is likely to forget that the banks of 
the country own approximately 41 per cent of the direct 
and guaranteed obligations of the Government, as com- 
pared with only 21 per cent by individuals, 13 per cent 
each by insurance companies and Federal agencies and 
trust funds, 6 per cent by Federal Reserve banks and 
4 per cent by other corporations. 

It follows, therefore, that banks will necessarily prove 
an important factor in future borrowing, even though a 
special effort may be made to get as large a portion of 
the debt as possible into the hands of other classes of 
investors. 

A shrewd observer of banking practices recently re- 
marked that the banks would have preferred to have the 
people buy the government securities, but the people 
insisted, instead, upon putting their money in the banks 
and letting the banks do the investing. 
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While this is absolutely true, the public in general 
does not yet realize the extent to which the government 
security market has become the country’s central money 
market. In earlier years banks adjusted their cash or 
reserve positions by buying or selling bankers’ accept- 
ances and brokers loans. But these have shrunk to a 
mere fraction of their former selves, and the current 
practice of banks is to adjust their positions through the 
sale and purchase of governments. 

In this connection the use of 90-day Treasury bills, 
put out in weekly series, has added flexibility to the 
Treasury’s relationship to the money market. During 
the World War, certificates of indebtedness were issued 
to anticipate the proceeds of large bond campaigns, but 
the difficulty was that the Treasury had to fix the rate of 
interest in advance. The Treasury bill is a discount ob- 
ligation, and the market fixes its own rate of interest. 


Bor the all important central question of how exten- 
sively banks can and will go along with great additional 
emissions of regular coupon, interest bearing obligations 
remains. The answer unquestionably is that the banks 
still have a huge absorptive capacity, created largely by 
the tremendous excess reserves and continued gold im- 
ports. That is, the situation, as far as the banks are con- 
cerned, is immensely strong and flexible, as regards the 
near future. 

This qualification is needed, because if deficit financ- 
ing should continue for a long period of time, or if our 
present huge stock of gold should prove in some now 
unforeseen way to be a misfortune, the financial condi- 
tion of both the banks and the country might prove far 
less happy, and indeed the country might be forced from 
a capitalistic to a totalitarian basis. But such questions 
do not come within the scope of this article. 

It will not do to generalize about banks, because there 
are so many of them. But it is perfectly safe to say that 
at least some of the banks are hungry for additional 
government securities. Up to the present time banks 
have not taken these securities out of sentiment; as some 
one has said, “they do what they do in order to pay a 
dividend.” 

Tax exempt features, ability to borrow upon govern- 
ment securities and the measure of market support af- 
forded by the Federal Reserve System are factors, no 
doubt, although of course no banker can be so innocent 
as to suppose that the System guarantees any current 
prices of these obligations, or undertakes to preserve for 
banks such profits‘as they may have on their govern- 
ment securities account, or undertakes to protect them 
against losses in this account. However, it is not amiss 
to note that the Open Market Committee of the Federal 
Reserve System has bought more than $100,000,000 of 
governments in a single day, to “prevent unnecessarily 
wide and violent fluctuations of price.” 

No, the chief reason for bank purchases of government 
securities has been the lack of income producing alterna- 
tives. But won’t the immensely increased defense pro- 
gram create many new business loans? Not if airplane 
and other manufacturers do their borrowing at the Re- 
construction Finance Corporation and obtain their capi- 
tal from the sale of stock. In that case banks will get 
only a few crumbs from the table. 
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Prospecting for a Gold Solution Il 


A Problem with More Questions Than Answers 


PAUL F. 


The author is Economist for the American Bankers 
Association. The research staff in Dr. CADMAN’S office has 
assembled valuable data on the gold problem. 


gold problem cannot be considered apart from 
the gold policy of the present Administration. 
Many factors have contributed to the monetary 
difficulties of the United States: The failure to face 
necessary liquidation after the World War; the distor- 
tion and ultimate breakdown of international trade; the 
abandonment of the gold standard by one major nation 
after another; the introduction of managed money; the 
effort of the principal nations of the world to build ex- 
tensive and modern armament; and last but by no means 
least, the rise of political and economic ideologies, 
virtually none of which are sympathetic to the institu- 
tion of private property. 

In the United States the ideology of the New Deal, as 
set forth in the pronouncements of its sponsors and in 
the legislative program which it has accomplished, has 
strongly emphasized the necessity for socializing a large 
part of private wealth. This country has also engaged 
in socio-economic experimentation, the value of which 
has not yet been determined but the cost of which has 
profoundly affected the supply of and the demand for 
and, consequently, the price of money and credit. We, 
too, have adopted managed money. 

Perhaps the unique distinction between our situation 
and that of the other major democracies is our gold- 
buying policy. And perhaps no other factor has con- 
tributed as much to the creation of the so-called “gold 
problem”. The dilemma is now quite well understood: 
If we stop buying gold, the metal will take a market 
price substantially below the supported price of $35 an 
ounce. This would necessitate a write-down of the value 
of our gold holdings. It would again create uncertainties 
as to the value of the dollar in terms of its gold content. 
It would sharply decrease the central bank and treasury 
reserves in terms of their book entries, and, in forcing 
the Government to pay a higher price for necessary 
borrowing, it would seriously depress the government 
bond market. This depression would, in turn, affect the 
portfolios of every bank and insurance company now 
holding government bonds. 


Tue net effect of any or all of the above could well be 
the start of a deflationary cycle. The other horn of the 
dilemma is that, as long as we maintain the price of gold 
through the buying policy, we are not only contributing 
to the war financing of virtually every country, both 
democratic and totalitarian, but we are constantly 
building up the bank reserves of this country, which has 
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the effect of glutting the money market and continu- 
ously depressing interest rates. 

Second only in importance to the above is the fact 
that the buying of gold has placed purchasing power in 
the hands of the sellers. To be sure, it has not all been 
used, but that which is used contributes something at 
least to national employment. It would be difficult for 
any administration to face the charge of deliberately 
contributing to unemployment. But that is what will 
be said if the Government stops buying gold now. 


I; Is patent that the Government is in one of those 
unhappy situations where anything it does will bring an 
unfavorable reaction. In forming a conclusion on the 
gold situation the best that can be said at this time is 
that the gold problem is a part of a world economic 
crisis which is accentuated in the United States by the 
gold-buying policy. To attempt to “do anything about 
gold” which implies a return to the economics which 
prevailed before the first World War is to fail to recog- 
nize the nature and extent of the transition. “To do 
something about gold” means to do something about 
the whole economic order, which may or may not mean 
a return to an economy which functions without ex- 
tensive government interference. “To do something 
about the gold problem” means to do something about 
world trade in terms of tariffs. “To do something about 
the gold problem” means to do something about the 
whole program of managed money. “To do something 
about the gold problem” implies a comprehensive re- 
view of the regulation and control of industry. And 
finally, “to do something about the gold problem”’ will 
bring us face to face with the question of a balanced or 
unbalanced budget, the nature and extent of the Federal 
debt, and the capacity of the country to bear taxation. 
In short, the gold problem is not an isolated phenomenon 
and should never be considered as such. 

The above conclusion, however, does not imply that 
we should do nothing. Perhaps the most urgent need at 
this moment is to enlighten the public as to the nature 
of our gold holding. Instructing public opinion on mone- 
tary matters is not easy. Monetary theory and practice 
are sufficiently complicated so that they are difficult to 
explain. In the first place, we ought to stop talking 
about the “gold hoard”, for the term implies a stock of 
metal that is inert—idle—sterile. Our people should 
know that the gold which is now held by the Govern- 
ment of the United States is a part of the money of the 
United States. To tell them that it has been monetized 
is not sufficient. With the exception of that gold which 
we hold for foreign governments and which we usually 
designate as “earmarked”, the bulk of our gold holding 


27 


= 


is represented in our money system by gold certificates, 
which the Treasury now owes to the Federal Reserve Sys- 
tem. Although those certificates do not circulate, they 
are or should be warehouse receipts, redeemable (for the 
present at the will of the Government) for their face value. 

We shall have to explain with painstaking patience 
that the Federal Reserve System is essentially a private- 
banking enterprise. It is true that the System is heavily 
influenced by the Government—it can even be said that 
it is dominated by the Government—but in the last 
analysis the funds which it employs belong to its mem- 
ber banks, whose funds in turn belong to the people. 
And although the Government does use the Federal 
Reserve System as its banking agency and deposits with 
it its receipts, it also borrows heavily from the member 
banks and from the Federal Reserve System and, again 
in the last analysis, it borrows the people’s money. 

Perhaps there is a bad psychology in the generally 
accepted notion that all of the American gold holding 
is in a hole in Kentucky. On November 30, the Treasury 
prepared for a Congressional committee a statement 
which showed where the gold was then located. Less 
than one-third of the national gold stock was at Ft. 
Knox; more than one-third was in New York, and the 
remainder chiefly in Denver and San Fransisco. 

What changes have taken place since then are not dis- 
closed. But the thought that there is somewhere a great 
mass of gold stimulates an endless variety of proposals 
as to what should be done with it. Indeed, the Board of 
Governors of the Federal Reserve System was obliged 
to devote part of its June Bulletin to an explanation of 
the fact that the gold was neither idle nor sterile, but 
was actually a part of the money of the United States. 

There is also a psychological effect created by the re- 
peated statement that if most of the countries of the world 
abandoned gold our gold stock might suddenly become 
worthless. Here again, some elementary reasoning is neces- 
sary. As long as men want gold; as long as they will make 
an effort to get it; as long as they will sacrifice to discover 
and produce it; and as long as it is acceptable throughout 
the world, in exchange for commodities, it will have value. 
And there is no evidence that any of these human reactions 


* SHALL WE Do Axsout GoLp?” 


"Taat question is frequently asked. Suggestions are, in a 
general way, as follows: 
Suggestions which chiefly affect the international situation: 
Stop buying gold. 
Embargo gold imports. 
Reduce the price of gold. 
Reduce the price in United States. 
Reduce the United States price and have other countries 
reduce gold content of their currencies. 
Fix a price for domestically mined gold ; one for monetary 
par; and a world market price for foreign gold. 
Place a duty on gold imports and give a bounty on gold 
exports. 
Limit gold production by international agreement. 
Lend or give away the gold. 
Reduce tariffs, permit an import balance of payments, and 
export gold. 
Increase the price of gold. 
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toward the metal have changed in the slightest degree. Along 
such lines, the public must be informed on the factual 
aspects of the gold situation. 

Another great step remains, which will be extremely 
difficult to accomplish and which certainly cannot be 
undertaken until the peace treaty of the present war is 
written. The gold problem is an international problem, 
just as trade is an international activity. The rehabilita- 
tion of currency and credit throughout the world, the 
restoration of foreign exchange and of international 
money procedures must be accomplished by under- 
standing and agreement. Some sort of an international 
monetary commission will again be called into being. 
Historically, the monetary commissions have not been 
immensely successful, but they have had the virtue of 
setting forth the whole problem so that it can be under- 
stood, at least by the fiscal authorities of the governments 
represented. The fierce and unreasonable nationalism 
which prevails in certain parts of the world today does 
not usually admit international necessities. Certain of 
the totalitarian states live in the illusion that they can 
compel economic cooperation by force; but in the long 
run, Germany, Italy and Russia combined could not 
compel the world to work, to save, or to trade. As dire 
as the consequences of the totalitarian victories are, they 
do not dispose of the necessity for international relations 
in a modern industrial age. 

It is patent, therefore, that we cannot settle the gold 
problem here nor can we settle it now. It is related to 
world economics. It is related to American and other 
ideologies as to what constitutes good economic pro- 
cedure. The answer to the gold problem cannot be 
forced. It cannot be written in a law. It is not for the 
uninformed or for the Utopians to dispose. In very 
truth, it is probable that we can do nothing about it at 
this time except patiently and persistently to inform our 
people as to the facts of money and credit and as to the 
actual nature of their employment so that, when we are 
again able to bring reason to bear on our economic life, 
we may be able to know the immense importance of 
sound money and the factors which are essential to its 
existence. 


Establish a world currency, for which United States 
would supply most of the gold. 

Do nothing about gold until peace is restored. 

Permit gold to have its full effect upon the credit struc- 
ture. 


Suggestions which chiefly affect the domestic situation: 


Return to a full internal and external gold standard with 
convertibility of currency into gold at a fixed price. 

Establish a free gold market in the United States. 

Redeem the currency in gold without reference to inter- 
national relations. 

Return to gold redemption of the currency without fixing 
the price of the metal. 

Circulate gold coins and gold certificates. 

Repeal emergency monetary legislation. 

Sterilize gold by borrowing. 

Levy discriminatory taxes against foreign capital in U. S. 

Authorize the Federal Reserve Board to exercise complete 
authority to establish bank reserve requirements. 
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Consumer Credit in the West 


A Rapid Expansion Shown in the Coast States 


ROLF NUGENT 


The author is director of the Department of Consumer 
Credit Studies of the Russell Sage Foundation. 


no novelties among banks on the Pacific Coast. 

The Anglo-California National Bank was one of the 
first in the United States to finance instalment purchases 
of automobiles; and the Bank of America entered the 
personal loan field close on the heels of New York City’s 
National City Bank. Nevertheless, large-scale develop- 
ment of consumer credit services among banks in Cali- 
fornia, Oregon and Washington is a product of the last 
few years and is still intensively under way. For the 
student of consumer credit, developments in this area 
are of extraordinary interest. 

Some idea of this amazing swing to consumer credit 
may be had by comparing the growth of personal loan 
outstandings of banks in the three Pacific Coast states 
with that for all banks throughout the United States. 
It scarcely needs to be said that the growth for the 
country as a whole has been exceedingly rapid. Accord- 
ing to the writer’s estimates, outstandings increased 
almost five-fold between the close of 1929 and the close 
of 1937. But the growth in California, Oregon and 
Washington during this period was roughly 15-fold. 
These states accounted for less than 3 per cent of the 
total personal loan balance in 1929, about 5 per cent 
in 1933, and about 17 per cent in 1936. 


[te ovat credit and personal loan departments are 


Loa balance figures by states are not available for 
later years. But it is perfectly clear that since 1936 the 
expansion of consumer credit services among West 
Coast banks has been far more rapid than for the coun- 
try as a whole. By the beginning of 1940, banks in the 
Pacific Coast area probably accounted for 25 per cent of 
the total volume of consumer credit extended by all 
banks. Thus, about one-fourth of the total volume comes 
from an area which contains about one-twelfth of the 
urban population. Certainly in California and probably 
in Oregon and Washington, banks are now the most 
important single type of consumer credit agency. 

Several reasons for this significant development are 
suggested by a first-hand survey of the Pacific Coast 
area made recently by the writer. 

First, and probably most important, is the existence 
of statewide branch banks in California, Oregon and 
Washington. The decision of a single important branch- 
bank to enter the consumer credit field not only makes 
such services available in many communities, but leads 
competitors in these communities to study the desira- 
bility of doing likewise. 

A second reason is aggressive advertising. Banks on 
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the West Coast are aware that consumer credit services 
must be “merchandised” if volume is to be increased. 
Customers are solicited by all the means used by retail 
merchants. In several prominent banks, more than 80 
per cent of the advertising budget is directed toward 
consumer credit business. 

A third and highly important reason is the practice 
of lending without co-makers or other security. The 
earliest personal loan departments on the Pacific Coast, 
as elsewhere, began business on a co-maker basis. But 
after 1935, largely as the result of successful experi- 
mentation by the Bank of America, the requirement of 
co-makers was generally dropped for most classes of 
borrowers, and many recently organized personal loan 
departments have made loans from the start almost 
exclusively on single-name notes at discount rates of 6 

(CONTINUED ON PAGE 62) 


Effect of War on Consumer Credit 


1. Applications would probably fall off. Reason: More 
work and higher wages, and many potential borrowers i 
military service. : 

2. Less automobile production in pleasure cars. Reason: 
Facilities largely diverted to the service forces. 

3. Although three-year-old cars are now considered about 
the age limit in the average department, five- and six-year- 
old cars would become eligible. Reason: Increased value 
because of market shortage. 

4. More improvident borrowers. Reason: Money comes 
more easily, and temptation is for many people to buy 
luxuries. When emergencies arise, they are compelled to 
borrow. 

5. People with fixed incomes will be obliged to borrow 
Reason: Cost of living likely to go up. 

6. The possibility of a moratorium for all men in military 
service is an important factor to be considered. 

7. Source of income becomes very important at a time 
like this. If the borrower is employed by a war industry, 
his financial status may change quickly. 

8. Co-maker paper is more desirable, and one name 
should be that of a person not of draft age and not em- 
ployed in the same industry. 

9. If interest rates go up, banks contemplating entering 
the consumer credit field will probably delay for a time. 

10. Good management at all times is important in a 
consumer credit department. During a critical time such as 
we are experiencing, it is absolutely essential. There should 
be no relaxation of credit standards. 


Tomorrow s 


Depositors 


ART of the public relations program sponsored by the 

member banks of the Los Angeles City & County 
School Savings Association includes bank visits by stu- 
dent groups. The activity has a double objective: (1) 
To emphasize the importance of a bank to the community; 
(2) to give, through educational processes, demonstra- 
tions of the mechanics of banking. 

Los Angeles city school administrators recently experi- 
mented with two 9th grade Every Day Business Classes 
from the Mount Vernon Junior High School by correlating 
the theory of banking procedures with first-hand observa- 
tion in the Union Bank & Trust Company, a metropolitan 
bank located in downtown Los Angeles. 

Approximately one hour and 15 minutes was consumed 
in visiting all departments on the three floors and base- 
ment. Department heads actively cooperated by explain- 
ing the different functions and activities of the bank. 


Left, the start 
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Accompanying the group of children was Dr. Clarence W. Pierce, president of the Los Angeles 

City Board of Education, and Vierling Kersey, superintendent, Los Angeles City Schools, who has 

rendered invaluable service to the banking profession by his willingness to cooperate in the further- 

ing of thrift practice instruction in the public schools. The pictures shown here were sent to BANKING 

by Avery J. Gray, member, National Committee on School Savings, American Bankers Association, 
and director, Los Angeles City & County School Savings Association 


Below, Ben R. Meyer, president of the bank, explaining its work to the students. Taking part in 

the “classes” shown on the opposite page are Robert H. Bolman, assistant vice-president, V. H. 

Graham, manager of the safe deposit department, and O. B. Wells, manager of the new accounts 
department. In the lower right corner of the opposite page is Dr. Pierce 
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British Banking Since September 


F. BRADSHAW MAKIN 


Mr. Max, a fellow of the Royal Economic Society, has 
written frequently for BANKING. 


anking organization itself, like many other 
British institutions, have developed not by de- 
liberate or premeditated plan, but as the result of slow 
growth. A study of British banking’s history will prove 
conclusively that change has been gradual and has 
often come about “unheralded and unsung”’. 

The outbreak of the present war has already brought 
about a new departure in British banking, the full sig- 
nificance of which is not yet realized. Furthermore, the 
new feature, if it becomes an accepted banking princi- 
ple, will have consequences of a far-reaching nature. 
The change in practice has in this instance come about 
with suddenness, but the fact that the change involves 
almost an upheaval in recognized practice has so far 
passed without much comment. 

Before dealing with the new innovation, it is first 
necessary to give a brief résumé of the main principles 
which guide a British banker when making a loan or 
granting an advance. During the whole of his training a 
banker is continually reminded of the fact that he can 
be called upon “to pay on demand”, and that, therefore, 
his first duty is to safeguard the interests of his deposi- 
tors. As a profit must be earned for the stockholders, 
however, their interests must also be assured. There- 
fore, by utilizing his resources to the best advantage 
along the lines of prudent banking, both depositor and 
stockholder are safeguarded. The British banker, in 
spite of what is often said to the contrary, is always 
anxious to lend money, but he will only do so provided 
the loan conforms to his idea of sound principles. These 
are that the loan should be of a relatively short term 
nature, should be self-liquidating, reasonable in amount 
having regard to the borrower’s position and resources, 
and, most important of all, it should be covered by 
satisfactory security. It is often said in Britain by critics 
of the banking system that all a banker thinks about 
is the security one can offer, and that, provided the 
security is satisfactory, almost any type of loan can be 
obtained. While this is not strictly accurate, it does 
contain a considerable element of truth, as the security 
position has been of paramount importance. It is to be 
noticed particularly that, provided the security is 
sufficient, the banker does not concern himself regarding 
the purpose for which the loan is required, or in other 
words the banker doesn’t care one hoot how the money 
is spent. Naturally he would not lend money for pur- 
poses definitely illegal or immoral, but he would lend for 
highly speculative and even hare-brained ventures. 
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Ts principles of British banking, and even the 
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Briefly then, the position is, or rather was, that the 
banker’s concern is for his security and not with the 
manner or channels in which his money is spent. 


N ow that Britain is engaged in war and spending over 
30 million dollars per day on her war effort, bank re- 
sources have become a matter of major importance. It 
is, therefore, necessary to conserve them and take steps 
to prevent their dissipation on unessentials. With these 
objects in view it has been decided that the banks’ 
freedom in the matter of advances shall be restricted. 
The rights of the individual are subordinated to the 
needs of the country. Practically for the first time the 
banker must now concern himself with the manner in 
which his money is to be spent. The request of the 
authorities to the banker is not couched in a blunt or 
forthright fashion, but when a banker is informed that 
he must not permit any advances which support a man 
in speculative ventures but must take steps to ensure 
that his advances are reserved first and foremost for 
war aims, then it is perfectly obvious that the manner in 
which resources are to be spent is a matter of great im- 
portance to the banker. One might almost go so far as to 
say that when a banker is approached for a loan his first 
question is about the loan’s purpose. 

Advances are not to be sanctioned for luxuries, non- 
essential goods, or for any forms of capital expenditure 
unless for war contracts. All existing overdrafts are to be 
subjected to close scrutiny and, where they were granted 
for speculative reasons or for non-essentials, an early 
reduction in the amount must be sought. On the other 
hand, instructions have been issued to the effect that 
special consideration must be given to requests for 
assistance in the case of (1) war contracts, (2) approved 
export trade, (3) agriculture, (4) mining and minerals 
generally, (5) the production and distribution of food, 
clothing and essentials. 

The issue of capital for domestic purposes is not 
permissible save under sanction of the Treasury, and 
banks are forbidden by law to grant advances in ex- 
pectation of repayment wholly or in part by the issue of 
any securities or transfer of any securities issued after 
the advance. 

At the moment an individual with an unimpeachable 
security could not obtain an advance for purely private 
or speculative needs save in very exceptional circum- 
stances. 

Arrangements have been made to grant advances to 
purchasers of the recent war loan issue, but, though the 
advance is made at a special rate of 3 per cent instead 
of the usual 5 per cent and is for six months only, it 
must be for an original purchaser and not a transferee. 
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Ten Investment Policies 


A Survey Shows Wide Diversity 


E. SHERMAN ADAMS 


Mr. Apams wrote “Investment Help from the City” in 
June BANKING. 


T may be telling only half the story, or less, to say 
that your investment program should depend upon 
your bank’s particular circumstances. The plain 

fact is that in precisely those same circumstances, five 
other bankers might adopt five very different policies. 
The reason is that differences of investment policy fre- 
quently reflect divergent individual viewpoints, often 
deeply ingrained, concerning a variety of questions relat- 
ing to banking and investment management. 

A survey recently conducted by BANKING clearly 
reveals the striking diversity that persists in this field 
despite the many efforts that have been made to bring 
about uniformity. Bankers were asked to state their in- 
vestment policies and their chief reasons for adhering to 
them. On the basis of the replies, here is a classification 
of banks in ten different groups with respect to their 
broad general approach to their investment problems: 


Some bankers’ investment operations are governed 
largely by considerations relating to the safety and liquidity 
of their institutions. 

It GoEs without saying that the primary concern of 
every portfolio manager should be to maintain ample 
liquidity and to avoid incurring undue risk in relation 
to the protection afforded by his bank’s capital accounts. 
Institutions which have unusually large loan portfolios 
or weak capital structures have no sound alternative 
than to follow very conservative investment polices. 

Many who classed themselves in this first category 
stated that they have considerable excess funds on hand 
at the present time. Some of these indicated that they 
felt it would be unsafe for them to buy more securities 
now because of the danger they see of a substantial 
change in interest rates within the next few years. 


A FEW bankers admitted that although their investment 
operations should be governed by the considerations men- 
tioned above, they are not so governed in actual practise 
because of the urgent need to obtain income or recoveries. 

Most of these banks hold badly depreciated securities 
which they say they cannot afford to sell at present 
depressed levels. Others feel obliged to invest heavily in 
long term or second grade issues in order to maintain 
current income needed to restore depleted capital ac- 
counts. 

In the case of these first two groups, circumstances do 
largely determine investment operations. The great 
majority of bankers, however, indicated that in their 
judgment their institutions are in such strong financial 
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condition that they have considerable leeway in 
formulating investment policies. This means that they 
have latitude in deciding the amount, the quality and 
the maturities of their investments. Another way of 
stating their situation is to say that they are in a posi- 
tion to exercise substantial control over investment in- 
come without departing from conservative standards 
of liquidity and safety. 

Many approach the problem by trying to decide the 
extent to which, under existing conditions, it is desirable 
to assume market risk in order to obtain income from 
securities. Their answers to this question can usually be 
identified with one of the following four policies: 


Fist: Maintaining a very liquid position despite 
inadequate net current earnings (say, less than 6 per cent 
on total capital funds). 

Many of the bankers following this policy are expect- 
ing a sharp decline in bond prices during the next 
several years. They believe that it will probably pay 
in the long run to hold cash under present conditions, 
pending better investment opportunities or an in- 
crease in loans. Most of these men feel that in remain- 
ing very liquid they are being “conservative”, but it is 
debatable, of course, whether it is truly conservative 
management to operate a bank on an unprofitable basis 
when there is no necessity for doing so. Some would call 
such a policy speculating on a rise in interest rates. A 
loss of income can be more serious than an equal amount 
of market depreciation in a good investment for the 
simple reason that the latter may never become a 
realized loss at all. 

The possibility exists, naturally, that a bank following 
this policy may be forced to abandon it and to invest in 
securities at high prices. A banker who may be sub- 
jected to pressure from any source to obtain income is 
in a poor position to take this risk. 


Seconp: Investing only enough to make a passable 
amount of net current earnings (say, from 6 to 8 per cent 
on total capital accounts), and at the same time reducing 
the amount of income required from investments as far as 
practicable by continuing to lower the rate paid on 
savings accounts. 

THEsE bankers do not feel too confident that interest 
rates may not rise but they do not wish to gamble on 
future trends to the extent of conducting current opera- 
tions on an unprofitable basis. They are convinced that 
bankers should not attempt to make unusually large 
profits from their security holdings at a time like the 
present when money rates are so low and when the 
outlook is so uncertain. 
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Tiurp: Investing only enough to make a passable 
amount of net current earnings but trying to maintain 
a reasonably good rate of interest on savings accounts. 

THE REPLIES to the survey showed that there is a 
real distinction between this and the previous policy. 
For many years banks encouraged the public to be- 
lieve that one of their proper functions was to act as a 
medium for investing the savings of their communities. 
Many banks today appear to be much less interested 
in performing this function than in avoiding possible 
market depreciation in securities. Does this represent a 
reversal of a fundamental tenet of banking philosophy? 
To what extent should bankers feel a responsibility to 
their old depositors to try to maintain the rate on 
savings when bond prices are high? Will thrift ac- 
counts provide profitable business for commercial banks? 

If so, can this business best be retained in the long 
run by a policy of lowering rates and conserving 
cash now, and investing later on when higher yields 
are available, in order to be able to pay higher interest 
rates at that time? Or should the current rate of interest 
be maintained at a fairly high level in order to prevent 
the eventual loss of savings customers? 


Fourm: Investing more than enough simply to make 
a passable showing with respect to net current earnings. 

THESE BANKERS feel that they have a very good 
chance of being able to show better than passable 
results over a period of time in the banking business 
even under present conditions. Many believe that we 
may experience a long period of low money rates. 
Others reason that even if the trend of bond prices is 
downward during coming years, the decline in market 
values is not likely to exceed the interest received from 
holdings of good grade securities. Others rely upon a 
judicious arrangement of maturities to prevent the 
necessity of realizing any losses and also to avoid having 
too large a portion of their funds tied up for a long 
period on a low yield basis. 

Four classifications are needed to include banks whose 
bond policies are not primarily dependent upon their 
individual circumstances nor upon their approach to the 
question of earnings. These are as follows: 


Some bankers plan to vary rather substantially the 
amount invested in securities depending upon their 
opinion of the outlook for the market. 

THESE usually seek trading profits. Results will 
depend partly upon ability or inability to guess market 
swings, partly upon plain ordinary luck. The average 
banker who tries to trade bonds makes the usual 
mistakes of the amateur speculator in buying and selling 
at just the wrong times. To show good results he must be 
right considerably more than fifty per cent of the time in 
order to offset the loss of income incurred when he is 
out of the market. In the case of tax exempt securities, 
a dollar of income is worth more than a dollar of 
realized profit because the latter is taxable. The banker 
who sells securities “to realize profits” or because he 
“hopes to buy back later at lower prices” may find him- 
self in a precarious position. Pressure to maintain 
income may eventually force him to buy at just as high, 
perhaps at even higher levels. 
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Some bankers who follow this policy, however, do not 
have a speculative approach. They simply lighten their 
bond commitments from time to time as a precautionary 
move when the market outlook seems forbidding. 

One obvious disadvantage of this policy is that 
earnings are bound to be erratic and unpredictable. 


Ricw investment plans are followed by some bankers. 

MANY BANKS adhere to definite maturity schedules 
regardless of changes in their condition or in the money 
markets. Other plans differ widely. One banker, for 
example, stated that he always keeps 10 per cent of 
total deposits invested in highest grade securities. 
Another restricts his investment in long term securities 
to a fixed ratio to his capital funds. Some bankers 
confine their commitments entirely to the obligations 
of municipalities in their own localities and their hold- 
ings fluctuate according to the supply of these bonds. 


Mansy bankers are chiefly concerned with eliminating 
bonds subject to wide price fluctuations. 

THIS OBJECTIVE is shared, of course, by bankers in 
practically every other classification, but a separate 
category is given here because there are so many bank- 
ers for whom this is a dominant consideration. These 
men habitually think in terms of shortening maturities 
or improving quality, or both, without much regard to 
the effect that these transactions may have upon their 
banks’ earnings. 

Most of these bankers have continued to enjoy 
reasonably good net income during recent years chiefly 
by continuing to reduce the rate paid on savings 
deposits. Some can probably continue in their present 
course for some time to come without being confronted 
with the necessity of choosing among the four alterna- 
tive policies with respect to earnings that have been 
outlined above. As for the others, the sooner they face 
this problem, the better. 


A FINAL classification consists of bankers whose bond 
operations are governed by no definite objectives. 

THESE BANKERS may have good reasons for executing 
individual transactions but do not have any specific 
ideas as to the average quality or the average maturity 
they wish to achieve, nor as to the income they wish to 
obtain from their investments. They may say that they 
are trying to obtain fairly good earnings from securities 
without too much risk, but such a statement is too 
vague to have much meaning. 


IL Is obvious that the problem of formulating 
a suitable investment policy is today of utmost im- 
portance. Banks answering the survey reported excess 
cash available for investment equal to more than 30 per 
cent of total deposits. In addition, the average bank’s 
bond portfolio today amounts to another 40 per cent of 
deposits. The directors of every bank should define as 
clearly as possible the approach they wish to adopt to 
their investment problem. Its implications should be 
fully understood by every member of the board. It 
should be thoroughly reappraised from time to time 
in the light of changed conditions and due considera- 
tion should be given to alternative policies. 
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How To Sell Other Real Estate 


Some Case Histories 


BRYANT GRIFFIN 


This article describes campaigns which have been suc- 
cessful in selling houses and other properties taken over by 
banks during the recent depression. The author, who has 
written for numerous publications, is in the advertising 
business. 


E Easton Trust Company of Easton, Pennsyl- 
vania, applied the personal loan principle to the 
solution of its real estate problem. On what basis 
do you pass on the credit for a personal loan? Do you go 
by the old rule of thumb principle of long standing, 
that there must be twice as much quick assets as quick 
liabilities? No, indeed! The would-be borrower may 
have twice as much quick liabilities as quick assets and 
still you will pass upon his personal loan and get your 
money back 99 times out of a hundred. 

E. Jack Sitgreaves, executive vice-president of The 
Easton Trust Company, applied the same revolutionary 
credit consideration to the sale of property and actually 
sold over $600,000 worth. These were mostly houses. 

You ask, “Did he give away the property to dispose 
of $600,000 worth? What happened when the property 
was sold on the basis of character and earning ability 
only, and with little or no down payment? Did it stay 
sold?” 

Let’s see. The banker is at his desk in Easton, being 
interviewed by a reporter. 

Reporter: Just what is your plan, and do you turn the 
title over with no down payment? 

Banker: Ours is a direct reduction loan plan, whereby 
we agree to sell to individuals having steady employ- 
ment and a good credit and moral standing, without 
requiring any purchase money being paid down at the 
time the agreement is entered into, giving the purchaser 
as long as 20 years to pay in some instances, and in some 
cases an interest rate as low as 4 per cent. Under the 
terms of the sales agreement, we retain title to the 
premises. It is solely at our discretion when we will 
deliver title and take back a purchase money mortgage. 
This, of course, eliminates the possible necessity of in- 
curring sheriff’s costs in order to repossess the property 
in the event we are obliged to take it back. 

Reporter: Did you lose much money on these sales, 
Mr. Sitgreaves? 

Banker: No, we took the amount we had involved; 
had real estate men who knew their business set the 
present value, and the selling price was a compromise. 
As a matter of fact, in almost every instance the final 
selling price was higher. 

Reporter: Do you work with real estate agents? 

Banker: All our real estate owned is listed with local 
real estate brokers, with a brief description and the sell- 
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ing price. The brokers are acquainted with the rate per 
thousand dollars, the taxes and the insurance on each 
property, so that they can intelligently inform prospec- 
tive purchasers exactly what the property will cost 
under this monthly purchase plan. 

Reporter: You speak of being able to tell the purchaser 
exactly what the property would cost under the monthly 
purchase plan. What would the cost be, say, on a $3,000 
house? 

Banker: The monthly payment on a $3,000 property, 
for example, would be $6.60 per thousand dollars—or 
$19.80. This monthly payment of $19.80 pays interest 
at the rate of 5 per cent on the reducing balance of the 
purchase price aforementioned and liquidates the prin- 
cipal in full within 20 years. To this figure of $19.80 there 
is added one-twelfth of the yearly taxes, one-twelfth of 
the yearly fire insurance premium, and a small sum to be 
paid monthly to cover public liability. 

Reporter: Do the realtors like this proposition, and 
do they cooperate? 

Banker: Any real estate broker may sell one of our 
properties on this basis and he is allowed the regular 
commisssion as it is received in the way of principa] 
payments from the purchaser. This method of sale 
makes a very attractive proposition insofar as brokers 
are concerned, as today it is easier for them to sell on 
this basis than for cash or part cash. For this reason, we 
have practically every broker in our city concentrating 
and specializing in our real estate. We find that we can 
get anywhere from 10 per cent to 15 per cent more for 
properties by selling this way than we could if we were 
to sell for cash. 

Reporter: Do you supplement your sales effort with 
any real advertising? 

Banker: We advertise this plan of sale consistently in 
local papers, and also explain the plan in detail on the 
reverse side of the rent receipt books given to our ten- 
ants. We find that they are excellent prospects to sell 
to under this plan, and we have the advantage of know- 
ing their rental payment record. 

Reporter: Now, I am coming to the most important 
question. Do these sales stand up? 

Banker: Since our adoption of this plan, we have 
sold over $600,000 worth of real estate to approximately 
110 purchasers, and thus far we have been obliged to 
repossess in only five instances because of failure to 
comply with the terms of the sales agreement. These 
repossessions were due largely to unforeseen circum- 
stances, such as loss of employment, illness or death. 


So you see The Eastern Trust Company has adopted a 
unique and revolutionary principle in the sale of homes 
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—-strictly a personal loan policy of character and earning 
capacity. Where a down payment can be obtained, it is, 
of course, accepted. 

The Bristol Bank and Trust Company of Bristol, 
Connecticut, was one of the first banks in the country 
to go into the personal loan business. It has had a per- 
sonal loan department for 20 years. But William P. 
Calder, president of the bank, when interviewed at his 
desk, stated that he did not care to mix his personal 
loan credit policies with the sale of real estate. They are 
entirely different in principle, he maintained. His bank 
demands a substantial down payment so that “when a 
house is sold, it is sold.” 

The Bristol Bank has also been successful in the sale 
of its properties, but not on such a scale as The Easton 
Trust Company. The former, however, has had no re- 
possessions. The bank distributed broadcast this Spring 
a colored folder with a group of attractive houses illus- 
trated on the cover; the back of the folder was devoted 
to closing copy. 

Like The Easton Trust Company, the Bristol Bank 
runs a real estate advertisement once a week during the 
selling season. The copy is direct selling copy. The illus- 
tration each week is a picture of one of the houses for 
sale, and it has been found that the houses illustrated 
are the first to sell. 

The realtors are supplied with a set of cards, on each 
of which is a picture of a house for sale, with a descrip- 
tion of the property and prices. As fast as the properties 
are sold the realtors are informed so that they can re- 
move the cards from their files. 

The Plainfield Trust Company, Plainfield, New Jer- 
sey, uses a similar system. 

The Berkshire County Savings Bank, Pittsfield, 
Massachusetts, and the Malden Trust Company, 
Malden, Massachusetts, used a telescoped folder with 
the picture of a house on each page and a description in 
typewritten form reproduced by offset process. The 
employees of the banks and realtors were furnished with 
these folders. The Berkshire County Savings Bank 
reports that the employees have been particularly help- 
ful in giving “‘tips’’, and actually helped sell properties. 


Is Detroit a cooperative effort was undertaken. The 
purpose of the campaign was to impress upon people 
that they could buy existing houses to advantage. Three 
full page advertisements were used. Among the organ- 
izations cooperating were: The Detroit Bank, Pruden- 
tial Life Insurance Company, Detroit Trust Company, 
Mortgage & Contract Company, Equitable Life Assur- 
ance Company, etc. 

The State Bank of Kenmore ran some down-to-the- 
earth selling copy along these lines:—“Is your rent 
being raised? . . . one of our homes can be bought for 
$5,000 with a down payment of $500. If your present 
rent is $40 a month, etc.” 

The Rochester Savings Bank ran some illustrated ad- 
vertisements. The theme was that “this is a good time 
to buy a home; real estate prices are still low. Our Real 
Estate Department has a number of attractive homes 
for sale.” 

The Mississippi Valley Trust Company, St. Louis, 
Missouri, put out 12 page flyers of photographs, on 
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glazed paper, of 21 homes at all prices, in all parts of the 
city, under the heading on the front page, “‘Select Your 
Home at Today’s Low Prices.” The invitation at the 
close said that “‘no matter what price, what style, or | 
what location is desired, see our Real Estate Depart- 
ment first.” 

The Chicago Title and Trust Company put on a very 
imposing campaign of half page advertisements in all 
the Chicago papers on the six factors in real estate re- 
covery: occupancy, rent, taxes, mortgage money, con- 
struction costs, operating costs. 

The copy was brief. It showed the desirability of 
“buying now”’. Chicago real estate reached a low point 
in 1932-33. The improvement that has since taken place 
is due to these six factors: (1) Occupancy is up. (2) 
Rental income is higher. (3) Real estate taxes are down. 
(4) Mortgage money is plentiful; interest rates are low. 
(5) Cost of new building is high in relation to prices at 
which existing structures are selling. (6) Operating costs 
are stable. 

To sum up, pictures of the houses to be sold, with a 
description, seem to be vital, and can be placed in the 
hands of realtors. Or, in addition, they can be sent out 
with a letter to good advantage, as in the case of The 
Malden Trust Company. 

Newspaper advertising, distribution of folders, posters 
in the lobby—all are effective. 

It would seem that it is safe to sell houses on the same 
basis as personal loans are made—that of earning 
capacity and character—for The Easton Trust Com- 
pany sold over a half million dollars’ worth of houses and 
had to repossess only five. Under the form of their agree- 
ment, the repossession cost was at a minimum. 

Obviously, real estate owned can be turned from a 
questionable asset to a real asset. 


A Bank Sells Real Estate 


One of the successful 
ads to which Mr. Griffin 
refers. 

Attention is called to an 
article by Robert Sparks 
in Banxinc for February 
1937, in which he describes 
the real estate selling 
methods of the Bowery 
Savings Band, New York. 


FOR YOUR HOME 
out of income 


astoundingly low figures; and money 
an at these rock bottom real estate 
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Idle Men, Machines and Money 


EDWARD H. COLLINS 


The author is associate financial editor of the New York 
Herald Tribune and is a frequent contributor to BANKING. 
The article which follows is concerned with the latest 
Brookings Institution study, Capital Expansion, Em- 
ployment and Economic Stability. 


From time to time since it began in 1929, we have 
witnessed fitful bursts of renewed business activity, 
but these have been conspicuous chiefly for a certain 
quality of effervescence rather than for their duration or 
their substance. None of them—whether it was the in- 
flation boom of 1933, the inventory boom of 1936-37 
or the war boom of 1939—has carried production, em- 
ployment or the national income back to the level at 
which it stood in the late ’twenties, much less attaining 
those new and higher plateaus which have: been the 
invariable sequels of the major depressions of the past. 
The business collapse of 1929, though severe, was not, 
in its initial phase, the most serious in history. As Tucker 
has shown, losses to bank customers were greater after 
1814 and 1837 than they were during the slow run on 
the banks between 1930 and 1933. Unemployment 
among industrial workers was probably more severe on 
these previous occasions (though industrial workers, it 
is true, represented a smaller proportion of the working 
population). Wage rates were cut more deeply during 
these times than in the present situation. Warren and 
Pearson’s index of commodity prices fell further after 
1814, after 1837, after 1864, after 1872 and after 1919 
than it did following 1929. In other words, the dis- 
tinguishing characteristic of the depression which 
began in 1929 is to be found, not in its severity but in its 
duration—in its aftermath of ten years of semi-stagna- 
tion of business and industry, with the latter’s now 
seemingly chronic problem of “idle men, idle machines 
and idle money”. 


Tis Great Depression is now in its eleventh year. 


Way has industry remained virtually at dead center 
all this time, in spite of the fact that the deflation which 
got under way at the end of the twenties had completely 
spent itself by 1932? Why has business proved unre- 
sponsive to the so-called natural forces of recovery 
which have always asserted themselves sooner or later 
in the past? 

The very phrase, “Idle men, idle machines, idle 
money”, implies a general agreement on one point— 
that there has been a huge shrinkage of investment dur- 
ing the last decade. In other words, the savers and 
enterprisers who, in the ‘twenties, invested some 
$19,000,000,000, annually in the heavy industries—in 
the maintenance and expansion of the nation’s pro- 
ductive plant—are no longer doing so. Something has 
happened to cause a cessation of this flow of long term 
capital funds. 


July 1940 


But when we come to ask what this “‘something”’ is 
that has happened to bring a drying up in investment- 
and with it a partial stagnation of the industrial plant— 
we find ourselves at once not only outside the area of 
general agreement, but plunged abruptly into the mid- 
dle of one of the most violent economic controversies of 
modern times. Not only is it a violent controversy, but 
it is one of the utmost importance to the American 
people. For upon our ultimate decision as to which side 
is right may well hinge the issue of whether this nation is 
to remain under (some might say, return to) a system of 
private capitalism or whether the Government is to 
assume an increasingly important réle itself in directing 
the course of investment with the object of maintaining 
full employment and full utilization of the nation’s 
productive plant. 


Tuere are two schools of thought on this question and 
they are as far apart as the poles. One school maintains 
that the investment flow has been blocked by certain 
business policies, certain labor policies, certain financial 
policies and even certain political policies of the present 
Administration—that these policies have conspired, on 
the one hand, to reduce the financial rewards of invest- 
ment; on the other hand, to increase its hazards. As 
Raymond Moley has aptly put it, this group insists that 
investment in America is not dead, “but merely par- 
alyzed with fear.” Generally speaking, this is the posi- 
tion of most businessmen and of economists schooled in 
the American business tradition. 

The other school, which includes a few businessmen, 
but which centers chiefly around the self-styled “lib- 
eral” economists both in and out of Washington, is 
contemptuous of this explanation. We shall not come 
out of the present depression through the operation of 
natural forces, say its spokesmen, because we no longer 
are a young economy. We reached maturity before or 
during the ’twenties. Our geographical frontiers are now 
closed. The rate of population growth has slowed up 
measurably, and growth itself will stop shortly. There 
are no longer outlets for $19,000,000,000 annually in the 
form of private enterprise. The time has come when the 
Government must step in and share with the entrepre- 
neur and the saver the function of investor of the na- 
tion’s surplus savings. 


Ix terms of action what, precisely, does this mean? It 
means, in the words of one of its most enthusiastic de- 
fenders, Harvard’s Paul M. Sweezy: “ We must abandon 
the notion that compensatory spending, or ‘pump 
priming’, is adequate to meet the needs of the situation. 
What is required is an altogether different conception of 
the problem. The Government should announce its 
intention to spend as long and as fast as is necessary to 
get the national income up to a satisfactory level, let us 
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say $100 million as an immediate goal. Then it should 
announce its intention to keep it there.” 

Up to now this second, or “mature economy’’, school 
has had one very substantial advantage in the con- 
troversy. Its thesis may have been doubtful in its logic 
and may have betrayed a shocking lack of understand- 
ing of the investor mind, but it could at least claim the 
only statistics on the situation in existence. For some- 
how this group had succeeded in obtaining the inside 
track in the hearings before the Temporary National 
Economic Committee, and in getting a great mass of 
figures into the records—figures which superficially at 
least seemed to lend a certain vague credibility to a case 
which Alexander Sachs has accurately described as 
otherwise “more dialectical than factual.” 


Forrunatety, opponents of the “mature economy” 
thesis need no longer remain unfortified with factual 
material. For in the latest Brookings Institution study, 
Capital Expansion, Employment and Economic Stability, 
they now have available a handbook which not only 
buttresses their case statistically, but, because of the high 
reputation of its sponsors for disinterestedness and 
general all around competence in the field of economic re- 
search, strengthens it morally and intellectually as well. 

The authors of the latest Brookings study—Harold 
G. Moulton, George W. Edwards, James D. Magee and 
Cleona Lewis—address themselves first to the testi- 
mony before the TNEC to the effect that “large cor- 
porations can obtain capital, but do not need it (since 
they can finance themselves out of their depreciation 
allowances), while small corporations need capital but 
cannot get it.” The inference drawn from this, they 
observe, is that the Government must of necessity enter 
the field both as a lender to small scale enterprise and as 
a direct financier of a wide variety of public and quasi- 
public enterprises. After examining carefully the capital 
position and requirements of various types and sizes of 
corporations, they conclude that the larger corporations 
could not finance a substantial expansion without resort 
to the investment market. “The analysis,” say the 
authors, ‘‘affords no support for the view that large 
corporations have superabundant financial resources,” 
while they note that what small corporations need is not 
loans but equity capital, which may be expected to be 
forthcoming when obstacles to the investment of “ven- 
ture” capital are removed. 


The Brookings authors find that the concept of ‘“eco- 
nomic maturity” is merely a repetition of a cry that has 
been raised by some academic economists in every 
prolonged depression. They cite the First Report of the 
Commissioner of Labor, for example, in 1886, as declar- 
ing despondently that “the rapid adoption of machinery 
has brought what is commonly called ‘overproduc- 
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tion’’’, and concluding that “the day of large profits is 
probably past.” As to the much discussed disappearance 
of the “frontier”, they find in available data no con- 
firmation of this view. “Figures on aggregate produc- 
tion,” they observe, “show no declining tendency prior 
to 1929, although the frontier had disappeared a gen- 
eration earlier and the rate of population increase had 
been declining for half a century.” 
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Plainly, the Brookings authors subscribe to the view 
of Dr. Leland Rex Robinson, who has shrewdly ob- 
served that what has been disappearing recently has 
been, not the physical frontier, but the “‘ psychological 
frontier.” In their indictment of government policies 
they stress particularly over-regulation of the securities 
and investment markets, a taxation system which has 
been developed “without any thought of possible effects 
on the capital market”, and the Government’s fiscal 
policies. On the last-named point they say: 

“A chronically unbalanced budget constitutes a 
powerful deterrent to investment and private capital 
expansion. This is simply because of the increased risks 
involved. Not only do rising taxes threaten the margin 
out of which interest and dividends come, but the pos- 
sibility of a breakdown of government credit and ensu- 
ing price and wage distortions seriously complicates the 
problem both for business and enterprisers and invest- 
ors. Short-term investments, such as those involved in 
current business undertakings in connection with the 
production of consumer goods, will be readily under- 
taken, for they are expected to liquidate themselves 
within a few months. But the hazards involved in 
long-term capital commitments under present condi- 
tions are serious.” 


By a curious coincidence, Professor Alvin Hansen, 
whose testimony before the TNEC on over-saving 
provided such a luscious morsel for the ‘mature econ- 
omy” group, has an article in a current quarterly in 
which he inadvertently, and apropos of another matter 
entirely, sets down an observation which, it seems to the 
writer, applies with unusual fidelity to this controversy 
between the young theoretical economists, such as 
Sweezy, and the more business-minded economists such 
as, let us say, Anderson, Tucker, Burgess and Slichter. 

“Tn the history of economic thought,” writes Hansen, 
“the economics of the businessman has not infrequently 
been superior to that of the theorist. The (theoretical) 
economist is quite right if you grant his assumption, but 
often his assumptions are quite unreal.” 

After reading the Brookings study one is forced to 
conclude that in the present debate proponents of the 
“mature economy” thesis seem to have provided them- 
selves with an unusually complete set of superbly unreal 
assumptions. 


There Must Be Confidence 


. we cannot expect to have economic stability so 
long as millions remain unemployed, and we cannot 
expect to eliminate unemployment without an expan- 
sion of capital enterprise. Stagnant capital markets 
inevitably involve unemployment; and unemployment 
means social and political instability. Similarly, re- 
stricted capital expansion means low national income 
and consequent fiscal and general financial instability. 

The re-establishment of the stable conditions which 
are so sorely needed in the United States at this critical 
period in world history largely depends upon the re- 
moval of unnecessary impediments to the flow of funds 
into constructive capital developments and the restora- 
tion of confidence in the future of private enterprise.” 
—From Capital Expansion, Employment, and Economic 
Stability, The Brookings Institution 
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“The Spirit 


HE new thrift unit plan of school 
fpr adopted early this year by the 
five Worcester, Massachusetts, savings 
banks owes much of its unusual success to 
the simplicity of operation, the logical 
approach taken through students, parents 
and school authorities, and the thorough- 
ness with which the banks have covered 
promotional phases. 

Under the supervision of a committee 
composed of representatives of each 
bank, the thrift units were distributed 
individually to 43,000 local grade and 
high school students. These units con- 
sisted of a personalized letter addressed 
to parents outlining the program in its 
entirety, a $1 dime-saver card for use as a 
preliminary savings devise, and a printed 
blotter giving essential student informa- 
tion. 

With this simple mechanical set-up, 
the banks concentrated on stimulating 
student interest with a color motion 
picture with narration and direct dialogue 
suitable for elementary grade children 
based on four factors: work, save, earn 
and spend intelligently. All characters in 
this film, The Spirit of Thrift, were por- 
trayed by Worcester people. The story 
was of a boy named Henry, age 12, who 
wanted an electric train. In the sequence 
the film shows Henry appealing to his 
dad without much luck. The next scene 


The pictures above and right were made 

while the motion picture was being taken in 

the bank. Those below are stills from the 
motion picture itself 


July 1940 


of Thrift” 


shows Dr. Young, superintendent of 
schools, addressing Henry’s class on the 
merits of thrift and pointing out the fast 
accumulation of coins in the dime saver. 
Henry talks over his ambitions to save at 
home, and the film follows with a series 
of odd jobs which bring the lad back to 
the bank with frequent deposits. Finally, 
of course, he buys his electric train. 

Beginning in late January, the film was 
shown in every classroom in the city, 
including public, parochial, business and 
trade schools. In the high schools the 
film was supplemented with a showing of 
the state association’s motion picture, 
The Massachusetts Way. 

The result of this inexpensive program 
is typified by the records of one institu- 
tion which reports a 56 per cent gain in 
new student accounts and a corresponding 
30 per cent gain in adult accounts, mostly 


parents, in the same period. 
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Tom Jones’ Lite Insurance 
A Forward-Looking Plan for a Family’s Income 


FREDERICK B. PEAKE 


Mr. PEAKE is president of the Suburban Trust and 
Savings Bank, Oak Park, Illinois. 


at the counter. 
“Good morning, Tom. What can we do for you 
today?” 

“T’m after a little advice, Bob. You know my family 
situation and you have a pretty good idea of my income. 
I’m carrying $15,000 life insurance which is all about I 
can afford. My life insurance man says that, consider- 
ing the January 1 amendments in the Social Security 
Act, my insurance isn’t arranged as well as it should be. 
He wants to go into my situation and revise the program. 
I don’t know whether it’s a service as he claims, or 
merely a dodge to sell me more insurance.” 

“Maybe it’s both,” suggested the cashier with a 
smile, “but I think you ought to take the time to 
hear his story. You’ve nothing to lose. How is your 
$15,000 payable?” 

“A thousand in cash and $125 a month as long as it 
lasts.” 

“That’s better than a cash settlement in your case. 
Suppose you let him draw up a program for you and 
bring it back to me. Maybe it will do us both good. I’m 
going to have to rearrange my program to fit in with the 
Social Security myself some of these days. If it’s a good 
plan for you it may be about right for me when I’m in 
the Social Security plan long enough to be fully in- 
sured as you are.” 

Ten days later Tom was back with the plan. It may 
be well to explain his situation as the cashier and the 
insurance man knew it. Tom was 37, a production man- 
ager in a small advertising agency, and earning $325 a 
month. His wife was 35, Tom, Junior, 11, and his daugh- 
ter, Mary, 8 years old. 

Here was the program as shown to the cashier. It re- 
quired $18,100 insurance, $3,100 more than Tom car- 
ried. On the average, he would have to set aside about 
$40 a month for the entire plan. 


Ts cashier looked up to find Tom Jones standing 


FOR THE FAMILY OF TOM JONES IN CASE OF HIS DEATH 


Cash for final expenses 


Income for the first year 
$130.00 a month from life insurance 
72.10 a month from Social Security (estimate) 


$202.10 total monthly income first year 


Income monthly for next 6-year period until Junior 
finishes high school 
$ 45.00 from life insurance 

72.10 from Social Security (estimated) 


$117.10 total monthly income for 5 years 


A cash sum of $1,000 payable from life insurance at 
that time for Tom’s use for a year or two of college or 


40 


other special training 


After this, income monthly for next four years until 
Mary graduates from high school 
$30.00 from life insurance 

51.50 from Social Security (estimated) 


$81.50 total monthly income 


A cash sum of $1,000 payable from life insurance at 
that time for a special art course for Mary—or a year 
of college, as preferred 


At this time all Social Security income for Mrs. Jones, 
now age 45, stops until she reaches 65. Therefore, to 
bridge this “gap period”, $61 a month provided for 
her from life insurance for 20 years 


After that, as long as she lives, she receives $12 a month 
from life insurance and $30.90 from Social Security—a 
total old age income of $42.90 monthly. 


In addition to the above, an emergency fund of $1,000 
is set up from which Mrs. Jones can draw up to $200 
in any one year 


Total guaranteed payments from life insurance. ...... 
Face amount of policies 


Bonus for careful planning 


“Looks about one hundred per cen! sound to me,” 
commented the cashier. ‘‘ What if you hive to 65?” 

“We discussed that,” replied Tom. ‘The insurance 
man suggested that we get together and revise this 
program about every five years. And he pointed out the 
fact that this insurance should pay me a life income at 
65 of about $75 a month—if I want to use it that way. 
This combined with $50 a month from Social Security 
will give me $125 a month for life. 

““When my wife reaches 65 she is entitled to $25 a 
month in addition to my income.” 

“What if one of your children should die before 
reaching age 18? This would greatly reduce your wife’s 
income from Social Security would it not? If both 
should die, her Social Security income would stop.” 

“That’s right. But, of course, her expenses would be 
less from that time on, also. But we can’t cover every 
contingency completely. Of course, future amendments 
in the law, also, might possibly reduce the benefits. 
But I know that if, for example, I should be killed next 
week, my family would receive the benefits set down in 
the program. If the law is revised, or if my family situa- 
tion changes, I’ll have to revise the program ac- 
cordingly.” 

“Tt seems to me,”’ said the cashier, ‘that the main 
difference between the Social Security part of the plan 
and the life insurance part is that the former depends on 
the law and your family conditions remaining un- 
changed, whereas the life insurance is income guaran- 
teed no matter what happens.” 

“That’s just the way the insurance man put it,” said 
Tom. 
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Over Here 
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OME Call it hysteria and others call it preparedness, but 
S almost all agree that our defense forces have been sadly 
neglected, no matter how many guns are “on order”. 
BANKING’S news pictures this month show the high spots in 
the most united effort the country has made for several 
years. 


Agreeing with most people that Europe is too much with us, 
Station WNEW advertised in New York papers that you 
could listen to its broadcasts and not have over-dramatized 
news “dinned over and over again into your ears”. No matter 
how tired they are of 
having the war exploited 


for some purposes, Amer- 
icans can’t resist the 
news, which is more 
reliable here than any- 
where else in the world. WITH WN FW 


Left, in front of the Phil- 
1250 ON YOUR DIAL 


adelphia Evening Bulle- 
tin’s war map 


CUSHING 


Below, President Monroe, whose name is attached to the famous doctrine, never more 
vital than now. Below, right, plane inspection by Henry Ford, whose statement of what 
his plants can do has caught the popular imagination 


CULVER SERVICE WIDE WORLD 
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WIDE WORLD 


{bove, flying cadets at one of the commercial flying schools selected by the Army for certain phases of training under the greatly 
expanded air program. An innovation which appears in the photo is the line of low-wing monoplanes, now used for primary 
training instead of biplanes, which have been used heretofore 


Right, the advisory de- 
fense commission. Left to 
right, Chester Davis, Miss 
Harriet Elliott, William 
S. Knudsen, Edward R. 
Stettinius, Jr., William 
H. McReynolds, Ralph 
Budd, Leon Henderson. 
Their job corresponds 
mildly to that of the War 
Industries Board of World 
War days 


EUROPEAN 


Below, two phases of the effort. Left, dedication of a new plant of the Wright Aeronautical Corporation. Right, cement being 
sent to the Canal Zone for further construction 


SOIBELMAN 


BANKING 


WIDE WORLD 
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HARRIS & EWING HARRIS & EWING 


Above: left, Chief of Naval Operations Stark telling a Congressional committee that our navy should be increased by 70 per cent in 
order to equal the naval force of any likely combination of enemy nations. Right, the rush for jobs in the War Department, which 
necessitated setting aside a special space on the ground floor for interviews 


INTERNATIONAL 
Above, a strike of warship builders in New Jersey. Such tactics, with the Government's own program involved, have brought 


warnings from Washington 


Below, Secretary Morgenthau testifies before the House Ways and Means Committee on the vital questions of debt limit, 
taxation and defense costs 


ACME 
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Hemisphere Trade 


and Finance 


HE pictures on these pages tell the story of what one 
x pos Tampa, Florida, is doing to promote trade and 
cultural relations with Central and South America. A 
hoped-for result of the effort from Tampa’s viewpoint, of 
course, is to make the city the Number One port for Latin 
American trade. 

With huge, hemispheric cartels and other schemes being 
proposed, this is an excellent time for some clear thinking 
and planning on the subject. Tampa’s program is headed 
up by John H. Boushall, vice-president and trust officer of 
the First National Bank of Tampa. Mr. Boushall, as chair- 
man of the Tampa Chamber of Commerce foreign trade 
committee, will be assisted by 32 Chamber members and 
18 Latin American consuls in Tampa. 


Mr. Boushall 


Tampa's airport (above, left) will play a part in trade development, while the city’s port (below) is 
one of the most active in the South. Above, right, a large cement plant, one of Tampa’s great variety 
of industries 
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George B. Howell, vice-president of the Exchange National 
Bank of Tampa, has led the effort to have a Spanish-American 
War memorial placed in the city 


Ray B. Cralle, president of the Chamber of Commerce, points 
out on a map the city’s nearness to Latin American ports. 
Thirty-three ship lines use Tampa harbor 


Can manufacturing, lumber exports and shipbuilding are important in Latin American trade 


Consuls Alvarado, Dantzler, Vanderpool, Traynor and Moore confer with Chairman Snipes of the City Board of Representatives. 
(Some foreign nations are represented by U. S. citizens) 
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President Davies (Tampa Round Table), President Cimino (West Tampa Chamber of Commerce), President Cralle (Tampa 
Chamber of Commerce), President Chamoun (Ybor City Round Table) and President Greco (Ybor City Chamber of Commerce) 
meet to discuss civic problems affecting the city’s residents of both Latin and American origin 


Mrs. F. L. Adams (above, left), president of the Women’s Club, has been largely responsible for the teaching of Spanish to adults 
in classes throughout the city. The University of Tampa (above, right) will, it is hoped, become an important cultural link 
between the Americas. Below, a view of the city’s Bayshore Drive 
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CREATE 
extra 
work 


ABSORBS 


HEAVY DAYS 
/ SHORTER HOURS 


VACATION PERIODS 
MONTH ENDS 


IN NEARLY 
4000 BANKS 


RECORDAK 


requirements of the individual bank. The 
equipment itself is rented —not sold—no 
capital outlay is required, and there are no 
contracts to be signed. The rental includes 
installation and maintenance by Recordak’s 
bank-trained staff working from thirteen 
conveniently located offices... one close 
to your bank. 

For further information, write Recordak 
Corporation, Subsidiary of Eastman Kodak 
Company, 350 Madison Avenue, New 
York, N. Y. 


HOTOGRAPHIC methods are the 
answer to today’s demand for greater 
efficiency, safety, and speed in bookkeep- 
ing and transit work. In a growing list of 
banks, photographic bookkeeping with 
Recordak has proved itself an important 
time-saver and cost-cutter by absorbing 
peak loads caused by heavy days, shorter 
hours, vacation periods, and month ends. 
Recordak Photographic Accounting 
Systems are each custom-planned for the 


Bank Model Recordak. Rental 
$25 per month. For speeding 
up the transit operations and 
for photographing paid checks 
for the protection of banks and 
depositors. 
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Reversible Recordak. Rental 
$30 per month. Photographs 
both sides of checks and larger 
bank forms at a single opera- 
tion—and does this at light- 
ning speed. 


Recordak Junior. Rental $12.50 

per month. For smaller banks, 
and special departments of 
large banks (tellers’ cages, safe 
deposit vaults, trust and filing 
departments, etc.). 


Commercial Recordak. Rental 
$30 per month. For photo- 
graphing all bank forms. 
Widely used for the Recordak 
system of single posting and 
other specialized applications. 


| 
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Heather 
and 
FOUL 


Various paints and finishes exposed to the elements on the roof of a research building. 


sun...snow, sleet and ice... 
beating rain...dust-and-grit-laden winds— 
all are rigorous tests for paint and cement, 
wood and metal. When the results are tabu- 
lated, the customer who wants enduring 
strength knows where to find it. 


The strength to stand up under all sorts 
of trying conditions is important in a bond- 
ing company, too; its tests come as it 
passes through the years, with the 
business barometer swinging from 


“depression” to “boom” and back again. 


The FéD—founded in 1890—has withstood 
the shocks of financial panics, economic 
crises, crime waves, wars and business 
depressions for 50 years... has conclusively 
proved that its bonds and policies provide 
genuine security against the risks specified 
therein. 


The FéD representative in your com- 


munity will gladly give you the 
benefits of his experience—and ours. 


ry 


FIDELITY, 


BURGLARY, 


SURETY AND BANKERS BLANKET BONDS 
ROBBERY, FORGERY AND GLASS 


INSURANCE 


FIDELITY and DEPOSIT 


COMPANY OF MARYLAND, BALTIMORE 
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Account 


NY discussion of account analysis must be predicated 
A upon a clear understanding of service charge 
methods. At present, there are in general use four 
methods of service charges: (1) measured service; (2) de- 
tailed analysis; (3) maintenance charge; (4) “pay-as- 
you-go”’. 

The measured service charge method is a combination 
of a basic charge according to the size of balance plus a 
charge for excess debit activity. In Virginia, for example, 
the Virginia Clearinghouse Association has recommended 
minimum charges of 50 cents per month for accounts 
under $50 with more than 5 debit items, plus a charge of 
3 cents for each debit item in excess of 5. 

Service charges, under the detailed analysis method, 
are determined by a gross charge for all types of activity 
less a credit for income on balance. 

Service charges, under the maintenance charge basis, 
are determined by a gross charge composed of charges 
for all types of activity and a maintenance charge, 
irrespective of activity,—less a credit for income on 
balance. 

Under the “pay-as-you-go” method, service charges 
are based on check activity and are collected in advance 
by the sale of distinctive check forms. 


Tue drastic changes which have occurred over the last 
few years in the relationships between the supply and 
demand for money have necessitated drastic changes in 
the thinking of bankers and in the operations of banks. 
One of the manifestations of these changes is the in- 
creasing importance of service charges. The earnings of 
banks during the ’twenties permitted the problem of 
service charges to be more or less ignored. It is generally 
admitted that the need existed then. It is unfortunate 
that the recognition of the need for service charges had 
to come at a time when the relations between banks 
and the public were not at their best. This condition, 
coupled with the bankers’ own traditional concepts of 
banking, has served to postpone that realistic approach 
to the problem which external changes require. 

A realistic approach to the problem involves a recog- 
nition that all checking accounts on a banks books cost 
the bank something to handle. As a matter of fairness 
to all customers, every account should pay for service. Just 
as is the case with any other business selling service, the 
bank’s charges for service must include not only costs 
but also profit. The problem will not be solved until this 
principle of a selling price for service, based upon cost 
plus profit, is recognized. 

The means by which the customer pays for the sales 
price of services is a separate and distinct matter, and 
should be so recognized. The payment for services may 
be made by (1) cash, (2) the net value of the customer’s 
balance to the bank, (3) combination of the net value of 
the customer’s balance to the bank, and cash. 
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Simplified Forms 


Ana lysis 


The fundamental principles outlined above involve 
the requirements that a bank determine: 

1. The cost of the various services which it performs 
for a checking account customer, namely: 


(a) 


(b) 
(c) 
(d) 
(e) 


Maintenance cost per account, irrespective of 
activity. 

Cost for handling deposits to the account. 

Cost for handling items deposited. 

Cost for handling checks on the account. 

Costs for all other services rendered a checking 
customer—exchange, return items, collections, 
etc. 

Cost of insuring the customer’s balance, that is, 
F.D.1.C. premium. 


(f) 


2. The net value of the customer’s balance to the 
bank consisting of gross earnings on that portion of the 
balance which the bank actually loans or invests, less 
(1) cost of loaning and investing and (2) provision for 
inevitable losses. 


Mechanics of Account Analysis 


THE DISCUSSION that follows deals with the mechanics of 
accumulating the necessary information and of calcu- 
lating service charges under the two methods, “ Meas- 
ured Service Charge” and “Analysis” as now pre- 
scribed in the Rules, Practices and Service Charges 
Relating to Banking Activities adopted by the Virginia 
Clearinghouse Association. 

The primary functions of account analysis are: (1) to 
apply the predetermined “cost of services” to the ac- 
tivity of each account, thus ascertaining which accounts 
are being handled by the bank at a loss; (2) to determine, 
as a result, the amount of the charge (if any) which 
should be made to the account of the customer in order 
to make the account profitable. 


DETAILED ANALYSIS 


ALL ACCOUNTS not coming under “ Measured Service” or 
““Pay-as-you-go” should be placed under “Detailed 
Analysis”. Under the Virginia Clearinghouse Schedule, 


DISCUSSION INVITED 


THE keynote of President Hanes’ program of 
ACTION this year is “Know Your Bank”. This 
nation-wide study of simplified operating forms—— 
comprehensively reported each month in BANKING 
—is something very close to the center of the 
Hanes program. 

This discussion of forms began in January and 
will continue in future issues of BANKING. 

The material this month is again taken from a 
study, Standard Forms and Systems as Suggested 
by the Virginia Bankers Association. 
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detailed analysis is used on accounts with balances aver- 
aging $1,000 and over, or on accounts to which are de- 
posited a large volume of items. The analysis is made 
with a view to determining whether the theoretical in- 
come from the collected balances is sufficient to cover 
cost of handling, and a reasonable profit. 

The details of the activity in each account under de- 
tailed analysis should be accumulated on a sheet (Illus- 
tration 1). The columns will be taken in order, left to 
right. 

Items Cashed. Post, from the tellers’ record, the 
amount of charges for checks cashed. 

Items Deposited. Post, from deposit tickets, the amount 
of charges for items deposited. If items are not properly 
described on deposit tickets it will be necessary to obtain 
this information from the actual checks. 

Miscellaneous Expense. Illustration 2 is a form for the 
accumulation of these charges by the teller handling 
return items, cashier’s checks, certified checks, collec- 
tions, etc. If it is possible to accumulate all such charges 
applicable to each account under analysis on Illustration 
2, it will be unnecessary to use the “‘ Miscellaneous Ex- 
pense” column at all, for the total of Illustration 2 can 
be entered directly in the recap space. 

Exchange. Post, from deposit tickets, the exchange 
cost on non-par items. 

Outstanding. The total of outstanding items should 
be reduced to a “‘one-day”’ basis. Determine the amount 
of the items which will be uncollected for one day, two 
days, three days, etc., and multiply the totals by the 
respective number of days uncollected. The sum of these 

totals should be entered in the captioned column daily. 


MONTHLY SUMMARY 


EACH MONTH, the columnar totals should be summarized 
in the spaces provided at the bottom of the sheet: 

Items Cashed. Enter the total of the “Items-Cashed” 
column. 

Items Deposited. Enter the total of the “Items-De- 
posited’ column. 

Miscellaneous Expense. See previous discussion. 

Debits. Multiply the number of debit items by the per- 
item charge and enter total. Under Recordak single 
posting, the total of debit items are noted on the stub 
(Illustration 7, page 53, June). Under dual posting or 
carbon single posting the number of debit items may be 
noted on the ledger sheet at the time monthly state- 
ments are sent out. 

Deposits. Multiply the number of deposits by the per- 
item charge and enter total. Under Recordak single 
posting, the number of deposits shown on the statements 
for those accounts under analysis should be noted on the 
stub. Under dual posting or carbon single posting, the 
number of deposits can be counted from the ledger 
sheet. 

Total Expense. Enter in this space the total of the 
amounts of expense enumerated immediately above. 

Compensation. Enter in this space the amount of profit 
or compensation to which the bank is entitled. This 
profit or compensation may be computed as a percentage 
of “Total Expense”’. 

Exchange. Enter the total of the “ Exchange” column. 

Book Balance. Compute from the ledger sheet (or 
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statement stub, if used) the average daily balance, and 
enter the amount thereof in this space. 

Float. Divide the total of the “Outstanding” column 
by the number of days in the month to obtain average 
daily float. Enter the amount thereof in this space. 

Average Collected Balance. Subtract the average daily 
float from the average daily book balance and enter 
the remainder in this space. 

Less Reserve. Enter here the amount of reserve that 
must be carried against the collected balance. (For 
short-cut, see discussion under “Income on Balance”’ 
below.) 

Loanable Balance. Deduct the amount of reserve from 
the average collected balances, and enter the remainder 
in this space. (For short-cut, see ‘Income on Balance”’ 
below.) 

Income on Balance. Apply the monthly rate to the 
loanable balance, and enter the amount in this space. 
As a short-cut, the monthly rate on loanable balance 
may be converted into a monthly rate on collected bal- 
ance; this converted rate may then be applied direct to 
the collected balance, and make unnecessary the deduc- 
tion of reserve from collected balance to get loanable 
balance. 

Other Income. Enter here other income, such as ex- 
change collected. Exchange which is recovered by de- 
duction from collection advices should be shown both as 
expense and as income. 

Total Income. Enter here the total of “Income on 
Balance” and “Other Income”. 

Profit or Loss. Enter here the difference between “ Ex- 
pense and Compensation” and “Total Income”’. If the 
income exceeds the expense the amount of excess will 
represent the profit over and above the required mini- 
mum compensation. If the expense exceeds the income, 
the amount of such excess will represent the amount of 
deficiency, or the amount of service charge necessary to 
recover costs plus compensation. 

Service Charge. Enter the amount of deficiency (if any) 
resulting from excess of expenses over income. Illustra- 
tion 3a and Illustration 3b are forms for advice and 
debit for service charge. 


MEASURED SERVICE 


To COMPUTE service charges on accounts subject to the 
measured service schedule, it is necessary to know the 
average collected balance and the number of debit 
items. 

Under Recordak single posting, this information is 
shown on the stub. Under dual posting or carbon single 
posting, this information may be obtained from an 
examination of the ledger sheet. Illustration 4 is a form 
for debiting the customer’s account for service charge 
under the measured service schedule. 


Next month BANKING will 
present a discussion of 


forms for Savings Departments 
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ACCOUNT OF MEMO FOR ANALYSIS 


Name 


ILLUSTRATION 1 


Actual size, 11” x 
13”. Each sheet 
provides for six 
months’ analysis 
—three months on 
each side. 


met 


ILLUSTRATION 2 
Actual size, 354”’ x 


+ Coupons - City 

+ Certified Checks + Coupons = Out of Tow .. 
+ Change Coin kK. Currency Shipments 

+ Change - Currency eee N 

« Check Books - Large ... New York - Cashier's 

Check Books Small ... Checks 

Checks Cashed On 

Other Banks 

« Collection Notes ..... . Returned Cash Items .... 
i Collection Drafts . ..$ Stop Payment ....... 


a 


—,19— 
SERVICE CHARGE 


Please be advised that your balances last month were not of sufficient size to take care of all the handling 
expenses we incurred on your account. We are therefore making an adjusting entry by debiting you with the ILLUSTRATION 3a 


amount indicated below, in order to cover that portion of the expenses not compensated for by your balances. Actual size, 314” x 834’. The car- 


AMOUNT OF CHARGE é bon copy (Illustration 3b, not 


shown) is an exact duplicate of 
ESE OF THis CHARGE SHOULD BE DEDUCTED FROM THE BALANCE ON YOUR this form, except that the word 


“Debit” supplants the word 
A “ ” 
Advice. 


D 
Vv 
| 


¢ THE BLANK BANK 
E BLANKVILLE, VA. 


MEASURED ACTIVITY SCHEDULE 


Average Number of Charge for Average | Number of Charge for 


ILLUSTRATION 4 : Balance | ‘Checks Free Extra Checks Balance : Checks Free | Extra Checks 


Actual size, 314” x 844”. | $500-$599 | 
The columns, ‘“ Number 299 700- 799 | 


of Checks Free” and $99 


‘*Charge for Extra 


Checks’’, would be filled In accordance with the schedule above the SERVICE CHARGE FOR HANDLING YOUR ACCOUNT 
in by the individual bank. LAST MONTH IS 


THE BLANK BANK 
BLANKVILLE, VA. 
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Merchandising 
FHA Loans 


To the Editor of BANKING: 


Mr. Frank P. Powers, president of 
the Kanabec State Bank, Mora, Min- 
nesota, has suggested that I submit to 
you data with reference to a meeting 
held in Mora sponsored by Mr. Powers 
in connection with the FHA program in 
an effort to stimulate a larger volume of 
business for the bank. 

The meeting which was attended by 
contractors, representatives of lending 
institutions, material dealers, and the 
building trades of Mora and neighbor- 
ing communities, was held subsequent 
to an informal dinner arranged and paid 
for by the Kanabec State Bank of Mora. 

Mr. Powers presided to the ex- 
tent that he thanked his audience for 
their response to his invitation, and 
introduced the officials of the Federal 
Housing Administration. The audience, 
of course, was in an extremely receptive 
mood, permitting a splendid opportu- 
nity for the Federal Housing Ad- 
ministration to make timely remarks 
favorable to the bank, and to explain 
in considerable detail the program of 
FHA. The speakers included: 


D. J. Fouquette, state director, Federal 
Housing Administration 

L. A. Clausen, field representative, Federal 
Housing Administration 

John A. Ramey, vice-president, The Farm- 
ers’ Home Mutual Insurance Company of 


Madelia 
A large number of meetings of a sim- 

ilar character have been held through- 
out the territory since January 10 of this 
year. It is felt by our office that the 
Mora meeting was the outstanding one 
held thus far. We have had larger meet- 
ings but none where the display of 
interest was keener. In our opinion Mr. 
Powers well understands the value of 
public relations, and he takes advantage 
of every occasion to create good will for 
his bank. Our office has always found 
pleasure in cooperating with Mr. Pow- 
ers, with the result that a substantial 
volume of business has been developed 
for the bank and our office. 

D. J. FouquETTE 

State Director, FHA 

Minneapolis, Minnesota 


To the Editor of BANKING: 


Regarding the FHA meeting we held 
about a month ago, I am pleased to 
report that since then we have devel- 
oped new Title I FHA loans approxi- 
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mating $6,165. This is a tremendous 
increase over our regular monthly vol- 
ume and is largely due to the enthusiasm 
created at the meeting. We also have 
two or three Title II loans in the mak- 
ing, which are the result of the meeting, 
but so far they have not been actually 
completed. 

I realize this volume would not be 
significant in the case of larger banks in 
cities, but in a country town such as 
Mora where in many cases FHA loans 
are not even considered, we are quite 
elated over the results. 

The Title I loans not only give us an 
excellent outlet for some of our excess 
deposits at an attractive rate of inter- 
est, but in every instance the proceeds 
are used by the borrowers for the im- 
provement of their property and in most 
cases these improvements would not 
be made if these facilities were not 
available. 

FRANK P. Powers, President 
Kanabec State Bank 
Mora, Minnesota 


Defense Financing 


By Banks 


Several large New York City banks 
recently advised George L. Harrison, as 
president of the Federal Reserve Bank 
of New York, that they are prepared, so 
far as possible, to lend to industries 
whose expansion is essential to the 
Government’s defense program. 

Mr. Harrison, informing the Nationa! 
Defense Advisory Commission of the 
banks’ pledge, said they believed, as 
did he, that much of the expansion may 
“properly and safely be financed by 
bank loans” and that it is more advis- 
able for such borrowers to use estab- 
lished banking channels than to “resort 
to government, directly or indirectly, 
for credit accommodation.” 

Mr. Harrison said it seemed impor- 
tant that the commercial banking sys- 
tem be relied on as the “natural source 
for any additional financing.” 


Will the bank have enough money if I overdraw my account? 
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The Legal Answer Page 


Unemployment Compensation 


Is it proper to condition the operation of a State 
Unemployment Compensation Act upon the validity of 
the Federal Social Security Act? 


Tue Federal Social Security Act was enacted in Au- 
gust 1935. Oklahoma enacted its unemployment com- 
pensation law in December of 1936. It had to enact the 
law in that year in order to claim a credit for the tax 
imposed that year under the Federal Act. Were the law 
to be enacted at a later time, the employers in Okla- 
homa would have paid a tax to the Federal Government 
on which they could not claim a credit for state contri- 
butions. Thus, employers in Oklahoma would have paid 
100 per cent of the tax to the Federal Government in- 
stead of paying 90 per cent of that amount to the state 
and 10 per cent to the Federal Government. 

However, at the time of the enactment of the Okla- 
homa statute, a serious question existed as to the con- 
stitutionality of the Federal Social Security Act. Much 
litigation was then pending contesting the statute. 
To protect the employers of the state, the Oklahoma 
Legislature adopted the procedure here attacked. It 
enacted the law, made it immediately operative, but 
prepared for any future contingency by conditioning 
its continued operation upon the constitutionality of 
the Federal Act. 

In Gibson Products Co., Inc. v. Murphy, the Okla- 
homa Supreme Court held that this procedure did not 
constitute an unlawful delegation of legislative power 
to the Supreme Court of the United States. It repre- 
sented “simply a legislative determination of future 
applicability of the Act dependent upon a contingency.” 


National Banks—Charitable Contributions 


CaN a national bank legally make a contribution to a 
college endowment fund? 


Tie President of the United States has recently (June 
11) signed a measure to authorize national banks to 
make contributions “to community funds, or to charita- 
ble, philanthropic or benevolent instrumentalities con- 
ducive to public welfare.” This is known as the Wagner 
Act, being Senate Bill 1964. It was passed by the Sen- 
ate May 19, 1939 and by the House on June 5, 1940. 

It had been the practice of national banks for some 
time to make such contributions and this practice had 
not been criticized by the national bank examiners. 
However, the bank was not entirely safe from liability 
for such acts. As stated in Paton’s Digest, the general 
rule was well settled that a national bank could not 
make gifts or gratuities no matter how meritorious the 
objectives might be. The making of such donations from 
its capital was no part of the business for which the 
bank was incorporated and, therefore, was ultra vires, 
and subject to a suit by the stockholders. 
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The permission granted by the Wagner Act is subject 
to this limitation: that the state laws of the state in 
which the national bank is located shall not expressly 
prohibit state banking instrumentalities from contribut- 
ing to such funds or instrumentalities. 


National Banks—Pledge of Assets 


May a national bank pledge its assets to secure the 
deposit of public funds? 


By Act of Congress of June 25, 1930 [12 U.S.C.A., §90] 
national banks are authorized to give security for public 
deposits ‘‘of the same kind as is authorized by the law 
of the state in which such association is located in the 
case of other banking institutions in the state.’”’ Under 
the terms of this Act reference must be made to “the 
law of the State in which such association is located” 
to determine whether assets of the national bank may 
be pledged for public deposits. 

A recerit application of this statute is to be found in 
City of Yonkers v. Downey decided by the Supreme 
Court of the United States April 22, 1940 [60 Sup. Ct. 
796]. A national bank located in the State of New York, 
in the City of Yonkers, pledged certain of its assets to 
secure deposits of the city. After the bank became in- 
solvent the city was permitted to withdraw part of its 
deposits. By this suit the receiver of the bank seeks to 
recover that part of the deposits withdrawn which is 
over and above the proportionate amount of dividends 
paid creditors. It was conceded by the parties that 
New York did not give statutory authority for ‘the 
pledge of assets by a depository bank to secure the de- 
posit of public funds. The chief contention of the city 
was that the New York law to the effect that such a 
pledge of assets, although ultra vires, will not be set 
aside unless deposits made in reliance upon it are first 
repaid, must be applied under the previously quoted 
Federal statute. The court held that the consequences 
of an ultra vires pledge of assets by a national bank are 
not to be determined by the law of the state where the 
pledge occurs. Nor can power to pledge assets be in- 
ferred from this phase of the New York law. 


Joint Accounts 


1. DoEs a statute governing deposits in the name of two 
or more persons protect the bank where one of the two 
depositors is a minor? 


Tuere is much authority in support of the proposition 
that the term “person” includes child or infant. Other 
statutes using the term have been so interpreted. It is 
thought, therefore, that the bank would be safe in 
opening such an account and in paying the deposit to 
either or the survivor where the arrangement made at 
the time the account is opened is that payment be 
made in this manner. 


53 


* Your Taxes + 
TAX-FREE COVENANTS 


DONALD HORNE 


The author, a member of the New York Bar, has been a 
specialist in tax law for many years, was formerly special 
attorney for the Bureau of Internal Revenue, later tax 
counselor for the Institute for Economic Research, and a 
contributor to the New York Times, Wall Street Journal, 
Review of Reviews, Tax Magazine, Management Re- 
view and other publications. 

Mr. Horne’s article this month was prepared from data 
supplied by Harotp V. Story of Standard Statistics, 
Inc., and from independent research. 


as not abated since the Federal income tax law, in 

1934, ceased to require withholding at the source, 
except in the cases of nonresident aliens, nonresident 
foreign corporations, and holders of previously issued 
tax-free covenant bonds. The custom of the issuing cor- 
poration’s assuming the tax obligations of the holder to 
the extent that they are occasioned by ownership of the 
bonds, or income from them,-or to some limited extent, 
exists quite independently of the Federal withholding 
provisions. It is a matter of corporate financial policy, 
and probably has an accelerating effect in the original 
distribution of an issue, especially in sections where 
bonds are in disfavor because they are taxed while 
stocks are not. The tax-free covenant removes this ob- 
jection to bonds where it exists. Covenants frequently 
cover state, municipal and local taxes as well as Federal. 
The advantages offered have little effect on the market 
prices of bonds, especially nationally distributed bonds. 


Covenants Relating to Federal Taxes 


When, after the ratification of the Sixteenth Amend- 
ment to the Constitution, the income tax law of 1913 
was enacted, the method of withholding and collection 
at the source, which had been extensively used in Eng- 
land, was attempted in a limited way with respect to the 
normal tax on fixed and determinable income, including 
corporate bond interest. The rate of the tax was then but 
1 per cent, and the burden of assuming this tax by the 
issuing corporation was not heavy. Many issues pro- 
vided for the payment of interest without deduction of 
Federal income tax, and other enumerated taxes. This 
form of covenant became so prevalent that it was in- 
cluded in standard forms of bonds prepared for guidance 
of corporate management, and in books on corporate 
management. 


Th practice of including tax-free covenants in bonds 
h 


Withholding at 2 per cent 


The normal tax rates were increased in 1916 and 
again in 1917, and the general system of withholding the 
tax at the source was practically abolished so far as 


54 


citizens or residents of the United States were con- 
cerned. The only exception was in the case of tax-free 
covenant securities. In response to a storm of protest 
from bondholders and investment banking houses 
against abolition of this provision, withholding limited 
to 2 per cent was still required, in order that investors 
who had purchased tax-free covenant securities relying 
on continued benefit from the assumption, by the issu- 
ing corporation, of their taxes attributable to their 
income from such securities, should not be deprived of 
this contractual advantage by destruction of the method 
of procedure by which alone the issuing corporation 
could fulfil the letter of its obligation, and in order that 
similar agreements might be made and fulfilled in the 
future, at the option of issuing corporations and pro- 
spective bond purchasers. 

Many securities were issued with tax-free covenants 
under which debtor corporations agreed to assume the 
Federal income tax without limit, or limited to a rate 
higher than 2 per cent. In 1928, Congress increased the 


- amount to be withheld from interest due to nonresident 


aliens, nonresident foreign corporations, and to holders 
unknown to the withholding agent, except that where 
the liability of the latter was not limited by the covenant 
to 2 per cent, that percentage was the maximum re- 
quired to be withheld. Where the covenant limited the 
liability to 2 per cent, withholding up to 5 per cent was 
required in certain cases. Thus the liability of the is- 
suing corporation, irrespective of the terms of the 
covenant, was limited to 2 per cent, and withholding in 
excess of 2 per cent was required only where it could, by 
the terms of the covenant, be deducted from the interest 
to be paid to the bondholder. 


Withholding Abolished 


By the enactment of the Revenue Act of 1934, Con- 
gress discontinued the withholding requirement with 
respect to all future issues of tax-free covenant bonds of 
citizen and resident alien holders, although it continued 
it with respect to issues in existence at the time of such 
enactment, and with respect to nonresident aliens and 
nonresident foreign corporations. A covenant in a bond 
issued after January 1, 1934, to pay interest without 
deduction for Federal income tax is usually considered 
valueless in the hands of a citizen, a resident alien, a 
domestic corporation or a resident foreign corporation, 
for the reason that the Federal income tax formerly 
withheld and paid by the issuing corporation is now 
chargeable directly to the bondholder. (Although the 
law never required withholding of tax from interest due 
a domestic or resident foreign corporation, it was done 
in practice, in the case of tax-free covenant bonds. 
Internal Revenue Regulations 33, 1918, Art. 199.) 
There are no longer any means provided by law by which 
the issuing corporation can assume the burden of the 
bondholder’s tax by the negative act of not deducting it 
from his interest. 


Covenants Not to Deduct 


Consequently, if the bond issue containing the cove- 
nant not to deduct did not originate prior to January 1, 
1934, the covenant was thought to carry no advantage 
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to the citizen or resident alien, or to a domestic or resi- 
dent foreign corporation. The fact seems to have been 
overlooked that the covenant is an agreement between 
the corporation and its bondholders, to which the 
Government is neither a party nor privy. They have not 
necessarily anything to do with compulsory withholding 
provisions, and the withholding provisions have nothing 
to do with them except as they were retained for ac- 
commodation, to furnish a method of procedure. 


Extension of Maturity Deemed New Issue 


The Treasury Department has ruled that where, after 
January 1, 1934, the maturity date of an issue originat- 
ing before that time, is extended, the bonds shall be 
treated as issued after January 1, 1934. This ruling has 
occasioned much difference of opinion as to the duties of 
the issuing corporation and the rights of bondholders. 
Some corporations have taken the position that no tax 
will be paid for bondholders who are citizens or residents 
of the United States, because no withholding is required 
of payments due to them, but a tax to the extent pro- 
vided in the covenant will be assumed for foreign hold- 
ers. Other corporations have decided to reimburse 
citizens or residents, thus giving them the same benefit 
as foreign holders. Still others have refused to pay any 
tax for the bondholders, whatever their status. 


Moral Obligation to Reimburse 


It would seem that there is no justification for refusal 
on the part of the issuing corporation to assume any 
part of the tax of foreign holders, where withholding is 
still required. Also, it would seem that the just thing for 
the issuing corporation to do would be not only to re- 
frain from deducting in the case of foreign holders, but to 
reimburse the domestic holders, including domestic and 
resident alien corporations, who would have been en- 
titled to non-deduction, by law or practice, had the 
Treasury ruling not been made. This would be the 
equivalent of what was contemplated when the cove- 
nant was originally included in the bond. 


Legal Obligation to Reimburse 


The theory of legal duty to reimburse citizen or resi- 
dent holders is more in doubt, but might be spelled out 
by the following steps of reasoning: First, the citizen 
and resident bondholders paid for this benefit, or its 
equivalent, non-deduction, under the terms of the cove- 
nant when they bought their bonds. The tax-free cove- 
nant, even though it provides no more than that with- 
held taxes shall not be deducted from interest, is 
an agreement between the corporation and its bond- 
holders, and the purchase price of the bonds contained 
the consideration therefor. 


Unjust Enrichment 


Secondly, the corporation would be unjustly enriched 
if permitted to omit fulfilling the promised benefit. 
The exact method prescribed by the covenant has been 
rendered non-obligatery as far as withholding require- 
ment is concerned, but this has no effect on the rights and 
duties as between the bondholders and the corporation. 
Substantial performance by reimbursement in cash, 
would be no greater burden to the issuing corporation 
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than payment to the Government under the withholding 
provision would have been. 


Subrogation 


Thirdly, the fact that by authority beyond the con- 
trol of the bondholder the previous obligation of the 
corporation to pay the tax has been transferred to him 
should, by a principle analogous to that of subrogation, 
entitle him to receive the payments formerly required 
to be made to the Government, without deduction of 
the amount thereof from his interest. 


Interpretation of “‘Without Deduction” 


Fourthly, tax-free covenants did not originate with 
or after the income tax law of 1913, but were common 
before that time, in the form reading “without deduc- 
tion”, etc. Their early history is hazy, but they were 
probably devised to dispell a deep-seated prejudice exist- 
ing in the East, and particularly in New England, 
probably also in Pennsylvania, due to the fact that they 
were taxed as personal property while stocks were not. 


Advantages of Covenants 


Tax-free covenants are beneficial to the issuing cor- 
poration and to the bondholders. The corporation bene- 
fits by obtaining quick distribution by reason of the in- 
ducement, which must have proved substantial and 
effective, or the practice of offering them would not have 
become as prevalent as it is. The advantages to the bond- 
holder can be figured in dollars and cents. As to the 
Federal income tax alone, the saving amounts, on the 
2 per cent basis, to $100 for each $5,000 of income. 


Covenants Regarding State Taxes 


Tax-free covenants frequently cover state, municipal 
and local taxes, which are levied on the holder because of 
ownership of or interest paid on the bonds. Examples 
are the Pennsylvania corporate loans tax, the Con- 
necticut four mills tax on securities, and the Massachu- 
setts income tax. The amount of state taxes assumed 
generally far exceeds the Federal, which was usually 
limited to 2 per cent in accordance with the withholding 
requirements, and even where not specifically limited, 
was treated as so limited in practice. Covenants in some 
bonds assume as much as $8 per bond. These advantages 
are ordinarily available only to residents of the state 
levying the tax assumed, as non-residents are not sub- 
ject to the tax. These covenants now generally take the 
form of provisions for reimbursement, or, if the old form 
providing for non-deduction is adhered to, are treated as 
providing for reimbursement. 


Reimbursement Covenants 


Since the abolition of the withholding requirements, 
the prevailing form of tax-free covenant promises to 
reimburse the bondholder for taxes paid by him because 
of ownership or receipt of interest from such bonds, in 
an unlimited amount or limited to some definite amount. 
Covenants of this nature, instead of a promise that no 
deduction will be made, prevent the possibility of a 
misunderstanding as to what the issuing corporation 
has agreed to do. 
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Building Banking Business Ill 


Selection of Instructors for Staff Conferences 


WILLIAM POWERS 


Mr. Powers is Director of Customer Relations of the 
American Bankers Association. 


by the American Bankers Association, in its recent 

survey of staff conference programs used by banks 
in various sections of the country, indicates the prime 
necessity of careful consideration being given to the 
selection of instructors. ; 

The instructional procedure followed in any bank 
must, of course, be adapted to the particular require- 
ments of the employees concerned, and must be based 
very largely upon the teaching and training ability of 
the officers and senior men who put the plan into actual 
operation. This does not mean that apparent lack of 
teaching ability on the part of those who might be 
chosen as instructors need be a permanent stumbling 
block in the way of instituting a program. It merely 
means that closer attention should be given to training 
the instructors or that adjustments should be made in 
the teaching methods so that men who have valuable 
knowledge and experience to share with others may be 
placed in round table discussions or in question and an- 
swer meetings rather than in lecture sessions. However, 
there is one prime essential in every type of program, 
regardless of the field it covers and the manner in 
which it is covered, and that is the appointment of a 
guiding committee and a director in whose hands are 
placed the construction, operation, and control of the 
entire plan. That committee should conscientiously as- 
sume the threefold responsibility of selecting and ar- 
ranging the material to be used, choosing and training 
the instructors, and setting up methods of employee 
instruction that will meet institutional requirements. 


Pvt: examination of the information gathered 


ARRANGEMENT OF MATERIAL 


No DIFFICULTY should be encountered insofar as quan- 
tity of material is concerned. 

The problem with which committees have difficulty 
has to do with the quality of the material most benefi- 
cial for specific groups. Great care must be exercised in 
selecting information that will be neither too funda- 
mental nor too advanced for those who are to be in- 
structed. Some direct leads to the class of information 
desired or required by certain members of a bank’s staff 
may be obtained through personal contact with the em- 
ployees and solicitation of their oral questions; through 
questionnaires designed to examine the knowledge of 
juniors and seniors; through reference to inquiries 
found in the employees’ question box; through criti- 
cisms and comments from customers; and through 
suggestions by department managers and supervisors. 
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In one of the large northwestern banks, in preparation 
for the starting of staff conferences, every one of the 600 
employees was asked to submit one question relative to 
the bank’s own practices or operations, submit a public 
criticism of banks or banking which might have come up 
in daily routine, or give a suggestion for improving the 
bank’s customer and public relations. As a result of the 
request, 876 questions, criticisms and suggestions were 
submitted and used. 

Once the range and quality of the material is deter- 
mined, there should be set up a master schedule of group 
conferences and training periods, and a control of all 
subjects to be studied. 


SELECTION OF INSTRUCTORS 


Tue first and most reliable source of instructors should 
be the official staff of the bank. Officers should be chosen 
not only because of their qualifications from an experi- 
ence and academic viewpoint, but because of the possi- 
bility of placing these men, who are thoroughly ac- 
quainted with policies, in more intimate contact with the 
rank and file of the employees. The second source of 
instructors should be the managers and supervisors of 
departments and branches. These men are usually well 
acquainted with policies and are better grounded in 
knowledge of mechanical operations than any other 
group in the bank. Assistant managers and senior men 
should be selected to function as associate instructors or 
discussion leaders or as directors of mechanical training 
efforts. The handling of highly technical material such as 
legislation and regulations might well be done by the 
bank’s own attorneys or by its outside legal counsel, but 
it should be remembered that instruction in that divi- 
sion should not be so technical as to be beyond the grasp 
of the layman. 

The persons chosen as instructors should be thor- 
oughly informed as to the objectives and scope of the 
plan. Several meetings of the “faculty” are necessary in 
order to develop general understanding of and enthusi- 
asm for the project. Following these meetings, the in- 
structors should confer individually with the director to 
decide upon the details of employee training routine, to 
draft an outline of each subject to be presented in the 
classes, and to review the fundamentals of teaching and 
discussion procedure. In drafting the subject outlines, 
special attention should be paid to incorporating refer- 
ence to actual cases whenever possible. 


In the next issue of BANKING there will be given further 
details of the A.B.A. survey and of the staff conference 
manual, available to member banks in September. 
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METHODS and IDEAS 


This department of BANKING is con- 
ducted by our Methods and Ideas 
reporter, John J. McCann 


Custom-ized Loans 


Tr National City Bank (Troy, 


New York) recently introduced a 

“tailored-to-measure” loan plan 
for school teachers and other profes- 
sional people. The plan features a grace 
period on repayments during July and 
August for teachers—and the first 
three months as an optional grace pe- 
riod for professional loans. No premium 
is charged for this unusual arrangement. 
Rates are based on $4 per $100 in 8 
month maturity, $5 for 10 months, $6 
for 12 months and $7.50 for 15 months. 
Charges are usually deducted from the 
face amount of the loan, but, if he de- 
sires, the borrower may receive the full 
face amount by adjusting repayment 
schedules slightly. Any amount up to 
$1,000 is available under the plan. 


Double Check 

Suggestions for Improving a Bank’s 
Public Relations, recent bulletin pre- 
pared by the Committee on Public 
Education, New Jersey Bankers Asso- 
ciation, contains two pertinent check 
lists for management and employees. 
Here is a quick self-analysis for internal 
and external contacts—a guide to suc- 
cessful public relations based upon 


pre-tested methods. Fifteen questions 
for management search out the leaks of 
inertia, while 14 questions for employees 
tune up enthusiasm. Copies of these 
helpful charts may be obtained from 
Armitt H. Coate, secretary, New Jer- 
sey Bankers Association, Moorestown, 
N. J. 


Glass Banks 


Just HOw MANY of the million and a 
half glass brick banks sold by Esso 
dealers since October 1938 have turned 
up at tellers’ windows it is impossible 
to record. But a little checking around 
indicates that a hammer and wedge 
have become standard equipment be- 
hind the cage. Now a new and smaller 
version of this novelty has been intro- 
duced and is being pushed by dealers 
from coast to coast. Perhaps this—and 
the myriad of other savings devices 
being offered by industrial companies— 
suggests cultivating local dealers as a 
potential deposit source. There must 
be a tie-up waiting for an alert new 
business man. 


Stoppers 


IF YOUR TELLERS’ WINDOWS are 
equipped with glass deal plates, there’s 
an opportunity for some very effective 
service reminders. Attractive cards 
with billboard-type copy slipped under 
the glass are bound to catch the atten- 
tion of every customer—more so than 
any type counter or lobby display. 


Display in the window of the First National Trust and 
Savings Bank of San Diego boosting travel in Canada 


RAIL AIR: STAGE - STEAMSHIP 


TOURS = +" > CRUISES 
ALL LEADING TOUR Companies 


Such hand lettered or printed cards may 
supplement other lobby units or form a 
separate program. They may be used as 
special announcements, reminders or 
straight advertising messages, and, in 
the latter case, it is preferable to have 
definite continuity. The Fort Wayne 
(Indiana) National Bank, exponent of 
this idea, advises changing card copy 
monthly and to skip the use of the cards 
entirely on alternate months. Constant 
use would take the punch out of each 
change, it appears. 


Account Drive 


THE BANK OF THE MANHATTAN Com- 
PANY has opened an employee drive for 
special checking accounts to continue 
until January 31, 1941. Grand prize takes 
the winner to the Golden Gate World’s 
Fair at San Francisco, the runner-up 
to Yellowstone National Park, and the 
third man to Virginia Beach. The drive 
is open to all employees and points are 
scored on the number of new accounts 
acquired. The contest follows a recent 
customer contest which allowed free 
checks to customers introducing new 
special account business. 


Credit Travels 


THE RAILROAD TRAVEL CREDIT PLAN 
which went into effect May 20 with a 
flood of national promotion brings up 
the old question of risks. Best answer 
may be found in the experience of its 
predecessor—the cruise credits offered 
during slack seasons by the Grace 
Line. The purchaser of a West Indies 
cruise paid $25 down when buying the 
$250 ticket and then, beginning a 
month after the return of the cruise, 
settled the balance in 10 instalments. 
Payments were financed through the 
Grace National Bank and costs were 
equivalent to about 2 per cent discount. 
Although this finance plan has been 
discontinued for the time being, it is 
reported that the Grace National has 
not experienced a single credit loss. 
Loan applications merely questioned 
employment, salary and two credit 
references. 


Service Story 

Seeing Yonkers Dollars at Work, a 
20-page booklet issued by the Central 
National Bank (Yonkers, N. Y.), tack- 
les the service story from an entirely 
different angle. The reader is taken 
literally on a four-minute sight-seeing 
tour of the bank. The official guide 
greets the reader on page one. This 
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figure, represented by a sketch printed 
in a second color, appears on each page. 
Copy quotes his explanation of Service, 
and italicized lines answer the common 
questions about each service. To carry 
out this tour theme, at the bottom of 
each page the reader is invited to “turn 
this way, please” or “over here, please” 
with an arrow in place of the usual 
folio number. A list of other services 
appears on the rear cover page with an 
invitation to the reader to investigate 
them further. This clever treatment of 
illustration and copy gets around the 
ordinary service directory pamphlet 
and holds interest from cover to cover. 


Coined 


AMONG THE LATEST coined names for 
instalment loans is “Centraloan” by 
the Central Trust Company (Cincin- 
nati). 


An abbreviation here, a contraction 
there, turn up a large number of dis- 
tinctive terms for small loan services 
which give merchandising punch. Be- 
cause such terms are catchy and easily 
remembered, competition gets a run for 
its money. 


“Centraloan” advertising currently 
features new low rates, no co-signers 
and life insurance. 


Light Fingers 


What plans have you made to protect the contents of your home 
while you are away on vacation? Will it stand unoccupied — vulner- 
able to the light fingers of the crafty thief? 


Your Standard agent or broker will show you how, at low cost, you 
can safeguard your home, business or person against loss through 


burglary, robbery or hold-up. 


Standard of Detroit, through competent representatives everywhere, 
also insures against loss due to embezzlement; forgery; automobile 


accident; injury to self, employees and public; glass breakage; and 
similar hazards. 


STANDARD ACCIDENT INSURANCE COMPANY 


Standard Service Satisfies ... Since 1884 


Real Estate 


MANY NEW SELLING ANGLES have 
been put to test in recent months to 
move real estate off the books. Some- 
what different is the approach taken in 
newspaper advertising by the Oneida 
National Bank and Trust Company, 
Utica, New York. Instead of showing 
homes for sale, the Oneida illustrates 
homes already sold—proof indeed that 
its offerings are attractive and moving. 
One recent advertisement illustrated 
four homes sold within 60 days in an 
attractive residential section. Loca- 
tions were spotted on a small section of 
a street map. Brief copy describes the 
bank’s monthly “ Pay Like Rent Plan”’, 
and a coupon is carried for interested 
prospects. 


Memo 


THE GRANITE TRUST COMPANY, 
Quincy, Mass., uses a simple little 
device to impress prospects with the 
cost advantages of its new and used 
car loan plans. A miniature memo, with 
the usual printed heading, carries a 
handwritten note signed by W. A. 
Fraser, manager, personal loan depart- 
ment, and this is clipped to a folder 
charting rates for several different 
plans. The service is divided into Plan 
“‘A”’, insurance for bank only on fire 
and theft, collision and conversion; 
Plan “B”’, full fire and theft coverage 
for actual value for the customer; 
Plan “C”’, $50 deductible collision. The 
rate chart breaks down monthly pay- 
ments for 12 and 18 month loans from 
$100 to $600 under all three insurance 
plans. 


Rx 


THE SouTH SHORE NATIONAL BANK 
(Chicago) recently inaugurated the 
“Medical-Dental Care Plan”—a year 
round pay-your-doctor loan program. 
Promotion has covered hospital man- 
agements as well as physicians, surgeons 
and dentists. A personal letter addressed 
to every practitioner outlined the work- 
ings of the plan. Merchandising also in- 
cluded a specially prepared leaflet for 
physicians, and a leaflet prepared from 
the consumer point of view. Both leaf- 
lets are offered to doctors in quantity 
for reception room distribution and as 
enclosures for monthly statements. 
The copy points out the constructive 
value and convenience of bank credit 
as an aid to health. The loans are han- 
dled in regular routine without implicat- 
ing the doctor in any way. As far as 
bank operations are concerned, the 
doctor simply acts cooperatively with 
the bankin thedistribution ofliterature. 
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Due OD 


In a short while this plan is credited 
with building an entirely new type of 
loan with a growing volume of customers. 


Drive-in Wicket 

AN AUTOMOBILE DEPOSITORY window 
has just been installed by the Merchants 
National Bank, Cedar Rapids, Iowa, as 
an additional service for customers. 
This “drive-in wicket”, as it is fre- 
quently called, offers deposit and with- 
drawal service during banking hours. 
The opening is a turntable arrange- 
ment; and two grills on either side are 
electric pick-up speakers through which 
the teller carries on any necessary con- 
versation with the customer. This serv- 
ice puts an end to parking problems 
and to all accounts is the best conven- 
ience yet invented for modern motor- 
ized banking. 


Two-way Displays 

As PART of its modernization and en- 
largement program the First National 
Bank, Orlando, Florida, has installed 
the last word in effective window dis- 
play arrangements. The special con- 
struction allows two displays at the 
same time when desired—one for street 
attention throughout the day and night 
and another visible only from the lobby 
during banking hours. Here is a practi- 
cal thought for getting double value 
from inside and outside traffic. As part 
of the First National’s program, “‘ New 
Horizons in Banking”’, this unique unit 
hints strongly on the construction side. 
To set off the display, the bank exhibit- 
ed six blossoms of a rare orchid from 
Orlando’s beautiful Mead Botanical 
Gardens. 


Testimonials 

THE TESTIMONIAL advertisement run 
in New York papers recently by the 
Mutual Savings Banks of Manhattan, 
Bronx and Westchester, was more effec- 
tive than if Casey himself had gone to 
bat for thrift. The starring Yanks— 
Tommy Henrich, “Lefty” Gomez, 
George Selkirk, “Red” Rolfe and 
Charlie Keller—appeared in line at a 
teller’s window with passbooks in hand. 
The theme touched off a spark of human 
interest for the legions of ball fans. This 
type of testimonial and the use of 
prominent sports, entertainment and 
business figures was found to be highly 
effective in canvasses conducted by the 
banks on several occasions. 


Modernization 

THE CLEAN-UP paint-up build-up 
season saw some unusually vigorous 
modernization loan promotion. The 
Cleveland Trust Company keynoted 
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its campaign for spic and span homes 
with an advertisement featuring 40 
check-up points, each of which was 
marked on a cross-sectional drawing of 
a home. The background of the adver- 
tisement was shaded to form the outline 
of a tulip. Simple, forceful ads of this 
character have rolled up volume. 


Exchange 


THE EFFECTs of war on foreign ex- 
change, commodity quotas and import- 
export regulations has taxed the infor- 
mation service of foreign departments 
no end. But in the thick of it, banks 
have made special efforts to reach all 


affected businesses with an invitation to 
call upon their sources of information. 
Many have issued new exchange book- 
lets with regular supplementary bulle- 
tins to bring them up to date. Others 
have used large newspaper space calling 
attention to the importance of being in 
touch with the situation. Direct mail 
and, more especially, personal contact 
are playing a réle in this service 
currently. 


Farm Credit 


THE RESEARCH COMMITTEE of the 
New York State Bankers Association 
finds the following six points pertinent 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


| The First National 
| Chicago since 1863 


Rust Immunity 
an important safety factor 


; are no metals more durable than 
copper, brass and bronze. And there are 
no metals that—over a period of years— 
offer more economical use in residential 
building. For they free homeowners of 
expensive upkeep due to rust. By thus pre- 
serving the useful life of a house, copper 
and its alloys also increase its worth as 
a mortgage risk. 

Reliable, rust-proof copper and brass 
pipe, Everdur hot water storage tanks, cop- 
per roofing, bronze screens and hardware 
render lasting service. Money invested 
in them will return dividends by reduc- 
ing depreciation of the property. 

An illustrated booklet, ‘Anaconda Cop- 
per, Brass & Bronze Throughout the Home,” 
will be sent at your request. aezz3 


THE AMERICAN BRASS COMPANY 


General Offices: Waterbury, Connecticut 
Subsidiary of Anaconda Copper Mining Company 


Anaconda Copper & Prats 


to the problem of holding and expanding short-term farm 
credit: 


(1) Solicit the business through local farm representatives. 

(2) Make direct contact through employees, officers and directors 
who know farming and who can carry the bank story to customers, 

(3) Advertise for business. 

(4) Consider farm loans as desirable bank business. (Only 51 out of 
308 banks interviewed stated that bank examiners objected to 
farm loans, and practically every objection was to slow loans.) 

(5) Study the effects of the war on farm prices, and the changes 
taking place at Washington in the Farm Credit Administration. 

(6) Recognize that government agencies in this field have been doing 
a thorough job, and their experience to date has shown an ex- 
tremely low loss ratio. 


Car Financing 


THE NATIONAL AUTOMOBILE UNDERWRITERS ASSOCIATION, 
at a recent conference in New York, recommended close co- 
operation with banking institutions to promote locally fi- 
nanced and locally insured automobile loans. This stand puts 
a sympathetic sales force in the way of every institution bid- 
ding for this type of consumer financing. The extent of 
cooperation already in practice is indicated by the large 
number of banks which feature optional insurance arrange- 
ments with the customer’s own broker, and also the fact 
that agents distribute large quantities of bank financing 
literature. There is every reason to believe that this cooper- 
ation will become one of the most important new business 
sources. 

Keen objection is raised to the current practices of finance 
companies with associated insurance agencies and the stand 
of independent agents will be one of aggressive competition. 


Hobby Lobby 


THE BANKERS CLuB of New York (employees of the 
Bankers Trust Company) recently held its first annual 
hobby show at the bank’s main office at 14 Wall Street. The 
more than 3,700 who attended cast ballots for the most 
interesting exhibits, which included paintings by Seward 
Prosser, chairman of the board, model railroads, photog- 
raphy and such collectors’ items as epitaphs, antiques, 
jewelry and glassware. First, second and third place awards 
were made for amusing, interesting, humorous, useful and 
luxurious exhibits. 


New Loan Fields 


Two NEw FIELDs for profitable use of bank funds—loans 
on claims and awards in condemnation and premium finan- 
cing—are advocated by Richard M. Lederer, chairman of 
the board, Standard National Bank, Woodside, New York. 
Although the first classification requires that the technical 
phases must be handled by a bank’s legal counsel, Mr. 
Lederer points out that such loans have a security backed by 
the credit of the municipality or political subdivision, and 
bear no relation to the borrower’s credit standing. Awards 
for grading of streets, assessable improvement proceedings, 
capital project proceedings, excess land condemnation pro- 
ceedings, street closings and acquisition of property for water 
supply purposes are cited as banking possibilities in this 
market. 

Premium financing is recommended for its all-round ad- 
vantages to customer, broker and bank. It fills a definite 
need not only as a means of avoiding policy lapses, but to 
enable purchasers to buy larger policy units on easy terms 
and to take advantage of lower annual premium rates. 
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Safe Deposit Selling 


IN ADDITION to a broad educational program, William | 
Haas, vice-president and general manager of the Manu-| 
facturers Safe Deposit Company, New York, recently made | 
the following suggestions for expanding safe deposit selling: 

(1) To enlist the cooperation of bank officers, it is sug- 

gested that the custodian place a 3 x 5 card on every offi- 

cers’ desk each Monday morning, with some message to 
serve as a reminder. The copy should be changed weekly. 

(2) Loan clerks should discuss safe deposit facilities with 

each borrower who withdraws collateral upon payment of 

a loan. 


(3) Notaries should be supplied with safe deposit memo 
stickers for all documents they notarize. 

(4) Society columns should be regularly checked for pros- 
pects who may be going on vacations. Such individuals 
may be solicited by the new business department. 


Award 


THE 1940 bluebook issued by the American Newspaper 
Publishers Association, containing case histories of note- 
worthy advertising campaigns, devotes a section to the 
success attained by the Wachovia Bank & Trust Company, 
Winston-Salem, N. C. Among other things, the review states 
that, as a result of a persistent newspaper advertising cam- 
paign in Carolina dailies in an uninterrupted 20-year 
schedule, the bank’s personal loans and deposits reached an 
all-time high last year. Loans and discounts in general 
reached the highest point in 10 years. 


Institutional 


ONE OF THE MOST interesting institutional pieces to come 
across our desk in some time is the new folder, Portraits of | 
Illustrious Georgians, by the Trust Company of Georgia, | 
Atlanta. The folder reproduces a series of paintings by Lewis 
C. Gregg on permanent exhibit in the bank lobby. Brief 
biographies are given on several characters. Here is a sug- 
gestion that might well be adapted to other lobby art col- 
lections—historic murals and paintings, famous citizens and 
bank presidents. 


Bank Shy 


THOUGH WE RARELY give serious thought to it, there must 
be a group of timid individuals who for one reason or another 
are bank shy. We never break down their resistance until 
the story is carried to them directly. And this is the route 
taken in a striking advertisement recently sponsored by the 
Morris Plan Bank of Virginia, Richmond. The ad is boldly 
titled, “Are you bank shy?” Text cites the record of service, 
loan volume and bank policy, with a cordial invitation to 
discuss any one of 12 different types of loans. The story is 


directed in a sub-caption to those who have sometimes | 


wondered whether they would be welcome at a bank, and 


successful in getting a loan if one was needed. 


Activity Guide 

THE FLoripA BANKERS AsSOCIATION, of which LINTON 
E. ALLEN is president, publishes an interesting ‘Activity 
Guide and Organization Chart.” In the form of a folding 
pamphlet, the Guide states the association’s objectives, func- 
tions, and committee and group activities. Names of the 
officers, executive council, standing committeemen, and 


other active workers are listed. A manila folder for filing the 
Guide and other association material is provided. 
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Roper Survey proves 
the value of 
Purse Service 


—o result of the recent Roper Survey, made 
at the request of the Trust Division of the 
A. B. A., is more than a chart of the public's 
(and lawyers’) opinion of corporate trust serv- 
ice. It is a yardstick by which you can measure 
the extent to which your trust advertising antic- 
ipates and answers the public’s objections to 
using your service. 


If yours is one of the many banks using Purse 
service, your study of the survey report will 
increase your confidence in your program for 
developing trust business. It will confirm the 
wisdom of your decision to use trust advertising 
based on nearly 30 years of experience, on con- 
tinuous nationwide contacts with many trust 
departments, on frequent studies of probate 
court records. 


If yours is not one of those banks, consider: 
The growing concern with which well-to-do 
people view the future, the increasing difficulty 
of managing investments and conserving estates, 
make this an opportune time to advertise trust 
service. And Purse service, as proved by reports 
from banks using it, is setting success-records 
in helping to secure trust department business. 


Without obligation, write for full particulars. 


The Purse Company 


Headquarters for Trust Advertising 


Chattanooga, Tennessee 
BOSTON NEW YORK CHICAGO LOS ANGELES 
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Condition of BUSINESS 
(CONTINUED FROM PAGE 23) 


RaILRoaps. The rearmament pro- 
gram will not require new railroad lines 
but will necessitate quite a bit of im- 
provement in present facilities and new 
equipment. Theoretically the roads can 
handle just under a million cars a week, 
whereas the volume at present is around 
700,000. 

TEXTILES. Plant capacity in the tex- 
tile industry is adequate for the present. 
Armies increase the use of wool and de- 
crease the demand for cotton. 


RusseEr. In the rubber industry close 
observers see the problem as one of raw 
materials and not capacity. Defense 
requires much greater stock-piles than 
now exist. Tremendous possibilities ex- 
ist in the rubber reclaiming industry and 
to a less extent in synthetic production. 
The development of this latter product 
would need huge capital, perhaps as 
much as $100,000,000—and a high pro- 
tective tariff. 

SurpPinc. If we actually enter the 
war our shipping will obviously be very 
inadequate. Any quick expansion must 
rely largely on Government financing. 

Foopsturrs. There is a huge amount 


For More Than 
50 Years 


Many of the oldest and strongest 


banks and trust companies in the 


United States maintain correspondent 


relationships with Central Hanover. 


For example, 159 American banks 


have been correspondents continu- 


ously for more than half a century. 


CENTRAL HANOVER 
BANK AND TRUST COMPANY 
NEW YORK 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 


of idle capacity in the food industries 
and consequently there is no immediate 
question of expansion or financing. The 
possibility of a food shortage in Europe, 
of course, is a factor for serious con- 
sideration, if 1914-18 is a pattern. 
R. Kuxns 


Consumer Credit 


(CONTINUED FROM PAGE 29) 


per cent for a 12-month contract. In 
this respect the Pacific Coast region 
appears to be unique. 

In general, banks on the West Coast 
have taken a realistic view of their con- 
sumer credit activities. They realize 
that goodwill does not follow automati- 
cally in the wake of a personal loan or 
instalment credit department, but must 
be earned by conscientious effort to give 
consumers considerate and reasonably 
flexible service at low cost. 

Many West Coast bankers, including 
certain officers of banks which have 
large consumer credit departments, see 
cause for alarm in the rapid growth of 
bank investments in unsecured notes of 
persons of modest means. And some 
public officials charged with the super- 
vision of banks are watching with con- 
siderable trepidation the expansion of 
portfolios of unsecured personal loans. 
They are asking such questions as 
“What effect would a- severe decline in 
incomes and employment have on these 
assets?” and “ How can bank examiners 
appraise their validity?’ Thus far the 
loss experience has been generally ex- 
cellent. 

But there has been little opportunity 
to test the extent of losses or additional 
collection costs that may arise from un- 
secured loans in a period of declining 
incomes. As compared with other sec- 
tions, the West Coast is still in the proc- 
ess of economic development. Thanks to 
the expansion of the airplane industry, 
large Federal expenditures and other 
favorable influences, the Pacific Coast 
states were relatively immune to the 
impact of the recession of 1937-38. 
West Coast personal loan departments 
have been cautious in lending to em- 
ployees of industry which have mush- 
roomed under the impact of war orders. 
Nevertheless, the indebtedness of fami- 
lies to banks is becoming so extensive 
that any interruption of the present 
industrial expansion would certainly 
have its effect upon losses and collection 
costs. 
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The Cost of School Savings 


By Freperic C. Morse, president, 
Mutual Deposit & Loan Co., and chairman, 
Fidelity State Bank, Austin, Texas. 


[ has long been a question whether 
a school savings department can be 
made profitable. Most bankers have 
been satisfied if it breaks even. 

The system in Austin, Texas, was 
established in 1928, with, at the end of 
the first day, 1,243 accounts showing a 
balance of $201.68. Today there are 
12,477 accounts and a total deposit of 
$138,935.90. Although the nation, dur- 
ing the 12 years under discussion, went 
through one of the worst depressions in 
the history of the world, school savings 
in Austin have shown a gain for every 
year. During the worst year, June 30, 
1933, to June 30, 1934, the children 
deposited $15,430.90 and withdrew 
$13,347.44, a most creditable showing. 

Any banker contemplating installing 
such a department will naturally ask 
whether he can make the system pay or 
even carry itself. For years, our system 
not only did not pay but proved itself a 
heavy expense. However, as the volume 
grew it gradually reached a point where 
it paid its own way. Now it seems to be 
making a smali profit. Our account for 
the school savings department runs 
about as follows: 

EXPENSE 
Servicing company 
Messenger to collect bags 


Two clerks for 9 months 
Miscellaneous 


$ 988.97 
203 .00 
1,395.00 
7.00 


Total expense 
Interest paid on accounts 


$2,593.97 
3,900.00 


TOTAL $6,493 .97 


Earnings of $130,000 balance av- 


eraged at5%4% 
Profit 


$7,150.00 

656.03 

It will be noticed that the department 
expense does not include any charge for 
rent, taxes, executives’ salaries or for 
reserves. In our particular case the space 
in the building, which we own, wouldnot 
be used anyway, the taxes are small and 
the department requires practically no 
supervision of the officers. Under the 
tules of accounting, of course these 
charges should be taken into consid- 
eration. One thing the average banker is 
interested in is how many school ac- 
counts are transferred into regular ac- 
counts? As long as the child is in school 
the account will be kept in the school 
system. When he graduates, he either 
withdraws it or transfers. If the system 
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is a good feeder for the regular accounts 
of the bank, it would be regarded as a 
desirable department. Unfortunately, 
our institution has not found this to be 
the case. In the last year and a half only 
$12,542 was transferred and nearly one- 
half of this was in three accounts. The 
children either withdrew their money 
for college expenses or just simply closed 
the account. It should be said to their 
credit that many of them used their 


savings to go to college. However, this 
did not help our institution for it would 
be many years before they would be in 
a position to start saving again. We 
have come to the conclusion that while 
our effort to help the children is very 
worth while our real effort should be 
directed to reaching the parents. The 
latter are potential customers now while 
the children will not be for many years 
to come. 


-CHICAGO- 


the World’s 
Third Largest 


Banking Center 


CONTINENTAL ILLINOIS 
NATIONAL BANK 
AND TRUST COMPANY 
OF CHICAGO 


Member Federal Deposit Insurance Corporation 
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Heard Along MAIN STREET 


This material is compiled for 
BANKING by Albert Journeay 


Judge ApriAn Lyon, president of the 
Perth Amboy (New Jersey) Savings In- 
stitution, has been honored for 25 years 
of service to his community’s Y.M.C.A. 
At a silver jubilee dinner, the Perth 
Amboy association was presented with 
a gold-framed painting of Judge Lyon 
as a “lasting tribute to one who has 
given so much of his life to Y.M.C.A. 
work”. He has been president of the 
local association’s board of directors 
since its organization 25 years ago. 


* 


When C. Porter, chairman 
of the board of the Guaranty Trust 
Company of New York, toured the 
southwestern lines of the Atchison, 
Topeka and Santa Fe Railway this 
Spring, he was in country where he once 
worked as a mining engineer. 

Mr. Porter, a director of the Santa 
Fe, studied mining engineering at the 
Massachusetts Institute of Technology, 
getting a degree in 1897. He worked at 
his profession for several years in Mex- 
ico and the Southwest, being at one 
time manager of the Guggenheim Ex- 
ploration Company. He also was em- 
ployed by the Santa Fe. 


Arthur S. Kleeman, president, Colonial Trust Company, New York, handing a check 

for $27,018.18 to Mrs. Johanna M. Lindlof of the New York City Board of Education. 

This check represented 2,701,818 pennies donated by New York City school children 

to the Children’s Crusade for Children, of which Dorothy Canfield Fisher, novelist (stand- 

ing at Mr. Kleeman’s left), is national chairman. The Colonial Trust Company donated its 
services in separating and counting the contributions 


Jean TALL Grist, a tenth grade 
student in Sharon High School (South 
Carolina) works afternoons after school 
and on Saturdays in the First National 
Bank of Sharon. Her grandfather, John 
S. Hartness, has been cashier of the 
First National for thirty years. 

According to her fellow clerks in the 
country bank, patronized largely by 
farmers of western York County, Miss 


Grist can handle a bookkeeping ma- 
chine, an adding machine, count the 
cash, check balances, wait on the 
teller’s window—in fact, do almost any- 
thing in the bank anybody else can do 
and do it just as efficiently and speedily. 
She has been doing it for more than a 
year. 

At the same time she keeps up her 
school work, averaging 95 and better in 
her studies month after month. Last 
year she won first prize for making the 
best dress in her home economics class. 

She expects to enter Winthrop College 
when she completes high school in 
another year. She likes banking and 
says she may decide to become a bank 
executive. 

* 


The town of Waterloo, Illinois, will 
turn out on July 9 in honor of the birth- 
day of one of its citizens, JosEPH W. 
RICKERT, president of the Commercial 
State Bank. Mr. Rickert will be 100 
years old. At that celebration one of 
the speakers will be Dr. WiLi1Am A. 
Irwin, Educational Director, Amer- 


At the left, left to right, Mrs. R. L. Rutter, 
Virginia Marshall, W. M. Marshall, vice- 
president of the Spokane and Eastern Divi- 
sion, Seattle-First National Bank, and R. 
L. Rutter, member of the advisory board 
of the Spokane and Eastern Bank, board- 
ing a plane to fly to Philadelphia where 
Miss Marshall christened the new U.S.S. 
Washington 
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ican Institute of Banking Section of the 
American Bankers Association. Dr. 
IrwIN’s subject will be “A Century of 
American Citizenship.” 

This still active, centenarian banker 
was born in Vicksburg, Mississippi, in 
1840 and moved to Illinois with his 
parents early in boyhood. Graduating 
from St. Louis University in 1864, Mr. 
RIcKERT began the study of law, and a 
few years later was examined and 
recommended for the bar by Judge 
BRYAN, father of WILLIAM JEN- 
NINGS BRYAN. Mr. RICKERT remembers 
the Congressional orator as a retiring 
young man of 16 who sometimes visited 
his father’s court. 

Finding himself in a German com- 
munity when he was ready to hang out 
his shingle, Mr. RIcKERT, a proficient 
linguist in school, designated himself a 
“Deutscher Advokat” as well as a 
member of the firm of Johnson & Rick- 
ert, and found many of his early clients 
among refugees from the German 
uprising of 1848. 

He was county superintendent of 
schools in the early 1870’s, and a little 
later was twice elected state’s attorney. 
He was a distinguished member of the 
Illinois general assembly, and last year, 
on his birthday, was the guest of the 
general assembly at a dinner in Spring- 
field. 

Mr. RICKERT took an active part in 
organizing the bank which he heads and 
has been a member of its board from the 
beginning. For the past several years he 
has been its president. 


* 


Should you visit “Penguin Hill”, 
picturesque home of Mr. and Mrs. 
MarsHAL R. DOELLER, you would see 
evidences of a most interesting and un- 
usual hobby. The mutual enthusiasm 
shared by Mr. DoELLER, who is in the 
credit department of the Peoples-Pitts- 
burgh Trust Company, and his wife, 
who is the daughter of L. H. GETHOE- 
FER, chairman of the board of the same 
institution, is the collection of figures of 
penguins. 

Representation of the “genus Apten- 
odytes” have attracted both since be- 
fore they were married. Their collection 
numbers about 200 different figures, 
ranging from a half inch to 18 inches 
high. There are penguins of porcelain, 
metal, ivory, wood and other materials. 

When the DoELLers built their new 
home they carried out the penguin 
motif in many interesting ways. Pen- 
guins figure in the decorative designs of 
lamps, door stops, shade pulls, wall 
paper, playing cards, cocktail glasses 
and even toothbrush cups. A model of 
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this comical bird is found perched on 
the weather vane atop the house, stand- 
ing guard, perhaps, over all the little 
penguins that live happily inside. 

7 


Gen. J. SuMNER Jones, president, 
Security Trust Company, Wheeling, 
West Virginia, was, as a result of his 
war service, awarded the Distinguished 
Service Medal by the United States, the 
Legion of Honor by France, and the 
Order of the Crown by Italy. He also 
has to his credit an honorary doctor’s 
degree from his alma mater, Washing- 
ton and Jefferson. 


* 


The General, a graduate of West 
Point, served in the regular army from 
1903 until 1913, at which time he re- 
signed to enter business. At the start of 
the War he re-entered the army and 
from 1917 to 1919 served on the staff of 
General Pershing. He has been a briga- 
dier general in the Adjutant General’s 
Reserve Corps since 1923. 

In addition to heading the Security 
Trust Company, Gen. JoNEs is presi- 
dent and general manager of Stone and 
Thomas, Inc., one of Wheeling’s lead- 
ing department stores. He is a director 
of several other corporations, a member 
of the Wheeling Park Commission and 


TO BROADEN THE 
USEFULNESS OF 
OUT-OF-TOWN BANKS 


All departments of The Northern Trust Company offer 


correspondent banks the opportunity to share in the results 


of their wide experience. Schooled in modern methods, 


possessing broad fact-finding facilities, and serving with an 


inherent willingness, the personnel of this institution gladly 


assists out-of-town banks in extending their usefulness 


within their home territories. You will appreciate the 


friendly helpfulness which characterizes a connection here. 


THE NORTHERN 
TRUST COMPANY 


50 SOUTH LA SALLE STREET, CHICAGO 
Member Federal Deposit Insurance Corporation 
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a former director of the Pittsburgh 
Branch of the Federal Reserve Bank of 
Cleveland. 


In Tyler, Texas, when there is an im- 
portant job to be done, the usual pro- 
cedure is to “let Henry doit”. “‘Henry’”’ 
is HENRY M. BELL, vice-president, Citi- 
zens National Bank. 

Mr. BELt is president of the Eighth 
Annual Rose Bow! Festival that is to be 
held in October. He has been on the 
board of this association since its organ- 
ization. He is also on the board of the 
East Texas Rose Festival Athletic As- 


sociation, which sponsors an annual 
football game. He is an ardent sports 
fan and seldom misses an athletic event. 

For several years Mr. BELL has been 
president of the Willowbrook Country 
Club. In 1939 he was chairman of the 
President’s Birthday Ball and raised 
more money than has ever been raised 
for this occasion. He is a past president 
of the Rotary Club, a member of the 
board of the Chamber of Commerce, 
and a prominent Mason. 


* 


H. B. Jones, president of the First 
National Bank in Tucumcari, and of 


Old Republic 


Credit 


Life 


Insurance 


The pioneer in 


with personal loan 


adapting credit life 
insurance to the needs 
of commercial banks 


departments. 


Bank officers are invited to send for 
a copy of our booklet-portfolio, which explains Old Republic’s 


simple, practical plan of insuring 


personal loans against the death 


of borrowers. The plan is in suc- 


cessful operation in hundreds of 


commercial banks in 32 states 


from New York to California. 
It costs a bank nothing to in- 


stall and operate this plan. 


3°09 WEST JACKSON BOULEVARD 


CHICAGO, ILLINOIS 
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the First National Bank of Santa Rosa, 
New Mexico, has been a banker since 
his boyhood. He began work in his 
father’s bank in Marcellus, Michigan, 
and at 19 became cashier. In 1901, when 
he was 23, he went west to Santa Rosa 
and established the bank of which he is 
still president, an institution which has 
the second oldest charter in the state. 
In 1910 he purchased an interest in the 
First National Bank of Tucumcari and 
became its president, also. 

Mr. JONES was a member of the com- 
mittee which drew up New Mexico’s 
first banking laws and is a past president 
of the New Mexico Bankers Associa- 
tion. 

In recent years he has traveled widely 
on this continent and abroad. His latest 
journey, from which he has just re- 
turned, took him to India by way of the 
East Indies and back by way of Hong 
Kong and Japan. 


Mr. Aldrich 


Chairman Winturop W. Atpricu of the 

Chase National Bank, New York City, is 

chairman of the French and Belgian relief 

funds. Mr. ALpricn’s fund-raising program 

is placing special emphasis on the needs of 
the American Hospital in Paris 


““How’s business?” and “‘How’s the 
weather?” are two popular questions, 
and a banker in Watertown, New 
York, can answer both of them. He is 
Dovuctas MANNING, bookkeeper and 
entire staff, except manager, of the 
Northern New York Trust Company. 
His scientific work is described in an 
issue of The Midlander, published by 
the Marine Midland Banks, which 
quotes the Watertown Daily Times as 
follows: 


“Mr. MANNING has been in charge 
of the local weather station since its 
establishment here seven years ago. 
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The station here was established largely 
on the initiative of Mr. MANNING, who 
has been a student of weather condi- 
tions for the past 20 years. 

“Without any formal scientific edu- 
cation, Mr. MANNING has been a close 
student of the scientific basis of weather 
formations and has contributed a num- 
ber of scientific articles on weather to 
the Monthly Weather Review, the Scien- 
tific American and a number of English 
weather magazines.” 

Weatherman-Banker MANNING has 
been asked by a leading Norwegian 
scientist for an article on the Aurora 
Borealis in the United States, which 
will be published in a Norwegian 
journal. 


Frep E. Smit, president of the First 
Security Trust Company of Salt Lake 
City, Utah, was elected president of the 


Mr. Smith 


Utah State Symphony Orchestra Asso- 
ciation at its recent organization. Mr. 
SMITH was chosen by the organizers 
because of his deep interest in music 
and because of his leadership in civic 
affairs. He has been president of the 
First Security Trust company since it 
was organized in February 1931 by 
consolidation of the Central Trust Com- 
pany and the Bankers’ Trust Company. 
He was president of the Central Trust 
from its organization in 1920 until its 
consolidation. Recently he was elected 
president of the Alta Club, a men’s 
organization. He is an ardent golfer. 


* 
Joun W. Hangs, who retired as Un- 
der Secretary of the Treasury last De- 


cember, has been elected a director of 
Bankers Trust Company of New York. 
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He previously served on this institu- 
tion’s board from April 2, 1929 to De- 
cember 29, 1933. 

Mr. HANES was senior partner of 
Chas. D. Barney & Company from 1923 
until the end of 1937. He became a 
member of the Securities and Exchange 
Commission on January 14, 1938, and 
in July of that year took office as As- 
sistant Secretary of the Treasury. 

On October 31, 1938, he was ap- 
pointed Under Secretary. 

* 


Frank O. Watts, chairman of the 
board of the First National Bank in 


Every ten minutes of 
the day a mail plane 
or train is leaving or 
entering Atlanta—fast 
service for your items. 
Correspondent ser- 
vice at the Fulton is 
accurate, fast, interest- 
ed. Specify the Fulton 
for Atlanta and South- 
east items. 


St. Louis was an honorary guest at the 
Tennessee Bankers Association’s 50th 
annual convention. 

Mr. Watts, who was at one time 
with the First National Bank of Union 
City, Tennessee (now the Old National 
Bank), and later with the First National 
Bank in Nashville, is the only living 
charter member of the association now 
connected with a bank. He was one of 
the organizers of the association and 
served as its president in 1898-99. He 
did not miss a meeting of the associa- 
tion for 22 years. Mr. WartrTs served as 
President of the A.B.A. in 1910. 


"FULTON NATIONAL 


IN CLOSE TOUCH 


For more than one hundred years, 


this bank has been in close touch with 


business and financial conditions in New 


England. Knowledge is the basis of our 
complete service to other banks through- 
out the country. ... We cordially invite 


your inquiry. 


THE NATIONAL 


Shawmut Bank 


40 WATER STREET «+ BOSTON 
Member Federal Deposit Insurance Corporation 
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To IRA BERRY, assistant cashier, The 
City National Bank, Galveston, Texas, 
recently fell the pleasant task of crown- 
ing a queen. The occasion was the gala 
coronation ceremony which climaxed 
the Mardi Gras celebration, an event 


which has been held in Galveston and 
other southern cities annually since 
1867. Mr. BERRY was admirably cast 
for his rdle as the bishop whose duty it 
was to place the crown on the lovely 
queen’s head. 


R. G. RANKIN & CO. 


CERTIFIED PUBLIC ACCOUNTANTS 


Examinations 


of 


Banks and Trust Companies 


for 


Directors Committees 


NEW YORK 


CHICAGO 


WASHINGTON 


LLL 


CLOSE TO CHICAGO’S BASIC INDUSTRIES 


@ The truest measure of a bank’s utility 
as a correspondent is the degree and 
capacity in which it is employed by 
basic industries in its own area. It is 
significant that the list of Chicago 
industries which the American 


National Bank is privileged to 


serve — including the automotive parts 
industry —has grown uninterruptedly. 
Evidence, we believe, that you, too, 
will find in the complete and modern 
facilities of this bank a constructive 
answer to the handling of your 


Chicago transactions. 


AMERICAN NATIONAL BANK 
AND TRUST COMPANY 


of Chicago 


LA SALLE STREET AT WASHINGTON 


Member Federal Deposit Insurance Corporation 


(EDITOR’S NOTE: June marked 
the 25th anniversary of Al JouRNEAY’s 
connection with the Purse Co. Al 
being the getter-together of this de- 
partment, the only way we can call 
attention to his quarter century mark 
is to write it ourselves. 

June also was the 25th anniversary 
of Al’s graduation from the University 
of Pennsylvania, the transition from 
Pennsylvania to Purse requiring less 
than 24 hours. Al’s graduation was the 
climax of an outstanding college career, 
for he had been football captain, class 
president and “Spoon Man” (one of 
four honor men chosen by the senior 
class). 

During the World War he was an 
officer in the 57th Artillery, C. A. C. 
and served overseas for a year. 


Back in the 1920’s, he did much 
toward the development of life in- 
surance trusts and cooperation between 
underwriters and trust departments. 
He wrote one of the first direct-mail 
insurance trust campaigns ever used by 
banks. 

Al is married, has a son and a daugh- 
ter. With his son he makes an annual 
fishing trip to Canada. Other hobbies 
are golf and tennis.) 


* 


Below, T. P. Cramer, Jr., manager of the 

United States National Bank of Portland 

(Oregon) branch at Grants Pass. Mr. Cramer 

is shown as Chief Big Horn of the Oregon 

Cavemen, a local booster organization con- 

nected with the Oregon Caves and Grants 
Pass Chambers of Commerce 
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ASK BANKING 


Authoritative answers to questions 


P PPO PPP 


Following is the question that 
wins the $5 award this month 


Upon what bases are personal loans granted? 
From the standpoint of good banking, have 
these credit ratings been applied and proved 
satisfactory? 


THE BASES for the granting of personal 
loans do not differ so materially from 
those required for the successful grant- 
ing of any credits, namely, character 
and ability to pay. These two will ever 
remain more important than collateral 
in the extension of credits. Collateral 
can shrink in value very much faster 
and very much further than can char- 
acter and ability. 

The only difference in judging the 
risks of small personal loans and larger 
business loans is in the method of pro- 
cedure. There are no balance sheets or 
operating statements that can be ana- 
lyzed and compared with guide ratios. 
The application form itself is but the 


on bank operations 


Prizes Every Month! 


Each month $5 will be paid for the best 
question submitted to this department, and 
$2 will be paid for all other questions an- 
swered here. Generally, the questions should 
be related to bank methods and operations. 
Other questions will be answered by letter. 


Answers will be given by E. S. Woo..ey, 
who conducts the department, and other 
operations authorities of BANKING. 


beginning and not the end. Unfortu- 
nately many local credit associations 
leave much to be desired. Not only 
must inquiries be made direct to those 
listed on the application form, but also 
the credit manager must assure himself 
that that form tells the whole truth. 
All fixed expenses, such as rent or other 
regular monthly obligations, must be 
weighed against the income, and the ap- 
plicant must not be allowed to promise 
higher monthly payments than he can 
conveniently meet. For example, there 
might be two applicants having incomes 


of $200 per month each, who have 
worked for the same concern for the 
same length of time. One might be ac- 
ceptable and the other not because of a 
difference in their fixed expenses. If 
these basic principles are followed by a 
bank it will find that its losses are 
negligible, while at the same time it is 
fulfilling a community need at a profit 
to itself. And that is good banking. 


What is the best method of handling small 
inactive savings accounts? Can a national 
bank dispose of these by charging them off 
to service charges? 


No BANK, or other entity, for that mat- 
ter, can legally or morally write off a 
debt it owes without the consent of the 
person to whom it is indebted. Some 
states have escheat laws through which 
they take monies belonging to deposi- 
tors without the consent of those de- 
positors, but a bank cannot legally 
make service charges unless it has an 
agreement to that effect. Such an agree- 


BOOKLETS OF INTEREST 


AUTOMOBILE FINANCING’ ++ With 
the increase of automobile financing by 
banks a booklet published by a large 
insurance company on this subject 
should prove of value. This is particu- 
larly true with those banks which have 
had but limited experience in this field. 
It contains statistics and suggestions for 
operating such a department which 
have been gathered from the experience 
and observation of 11 affiliated com- 
panies carrying automobile insurance. 


FIXTURES * 7,7 There are two rooms in 
a house which probably receive more 
scrutiny from prospective buyers than 
any of the others. These are the bath- 
room and kitchen. A booklet has just 
been issued which describes a new 
patented line of chromium plated brass 
trimmings for bathroom fixtures. Such 
fixtures will add to the attractive- 
ness, and therefore saleability, of any 
house. 
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Further information on these booklets, all 
of which will be of interest to bankers, can 
be obtained by writing to BANKING, 
22 East 40th Street, New York, N. Y. 
Please mention the issue in which the 
booklet reviews appeared when requesting 
additional data. 


>>> 


OLD AGE PENSIONS+ +7 An analysis 
of public old age pension systems in the 
United States has just appeared. This 
booklet gives the essential facts in the 
briefest possible form. As the booklet 
itself says, it consists of “the actual 
records, actual figures and actual ex- 
periences rather than estimates and pre- 
dictions by proponents or opponents of 
the measures.” Approximately 2 million 
persons are receiving state old age pen- 
sions today, but there’s a wide variation 
between the different states. This book- 


let gives bankers a convenient way of 
obtaining a working knowledge of such 
pension systems. 


PAPER QUALITY An explanation 
of the necessity for a balance between 
“printability, erasability and dura- 
bility” is the subject of a booklet just 
published by a large paper manufac- 
turer. Some papers give clear typewriter 
impressions but the erasure of errors is 
difficult. Others tear too easily. The 
ideal paper combines the best qualities 
of all. 


HOUSING HELP’,’, The planning of 
a home is more than just the drawing of 
blueprints and putting the walls to- 
gether. It needs cooperation between 
the owner, the builder and the archi- 
tect. An attractive brochure recently 
issued by a large company assists in 
creating such cooperation. 
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THE TEXAS CORPORATION 


A dividend of 50¢ per share or two per 
cent (2%) on par value of the shares of 
The Texas Corporation has been declared 
this day, payable on July 1, 1940, to 
stockholders of record as shown by the 
books of the corporation at the close of 
business on June 7, 1940. The stock 
transfer books will remain open. 
L. H. LiInDEMAN 
Treasurer 


151sr Consecutive Dividend paid 
by The Texas Corporation and its 
predecessor, The Texas Company 


May 24, 1940 


The Index to Volume XXXII of BANKING 
will be ready for distribution shortly. Copies 
will be mailed free to subscribers on request 
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ment should, preferably, be in writing 
signed by each depositor rather than 
just a phrase in the passbook. It is true 
that the small balances which will ac- 
cumulate in spite of all that a bank can 
do are nothing but a nuisance and ex- 
pense, and they will never be called for 
in the great majority of cases. The best 
thing to do is to take them all out of the 
active ledgers and file them under lock 
and key in the vaults. The total is then 
carried on one card entitled “inactive 
accounts”, which is kept in the active 
ledgers for balancing purposes. If it 
is desired, however, the names and 
amounts can be kept on one or two 
sheets and the original cards destroyed. 
Whatever is done, the inactive accounts 
should be transferred out of the active 
ledgers periodically and any withdraw- 
als should be approved by an officer as 
and when made. 


What is the best and least expensive method 
of keeping records in the bank of customers 
who have received their commercial account 
statements? 


TO STAGGER statement days and have 
the depositor or his agent sign for the 
statement and the vouchers. For this 
purpose a tumble card 814” x 314” can 
be used. This permits two years’ signa- 
tures on one card. The card is headed 
with columns for month, number of 
vouchers, date received and signature of 
depositor or agent. Above these col- 
umns, as a general heading, appears the 
following: “Received from 

Bank, statement of account, together 
with cancelled vouchers for the month 


Close Contact with the 
Majority of 


Michigan’s Important Industries 


* 


NATIONAL BANK 
OF DETROIT 


DETROIT, MICHIGAN 


Member Federal Deposit Insurance Corporation 


or months indicated before my (or our) 
signature below. The undersigned agrees 
to examine the same promptly and to 
report all errors, missing vouchers, if 
any, or vouchers whose genuineness or 
validity is disputed, if any, and all other 
irregularities, if any, within ten days 
from the date set opposite the signature 
of the undersigned on the receipt there- 
for. Otherwise the statement shall be 
conclusively deemed correct and all 
cancelled vouchers shall be conclu- 
sively deemed correct and genuine in 
all respects, including signatures and 
endorsements, and the bank shall be 
conclusively deemed without negligence 
in honoring such vouchers.” 


What determines the rate of interest paid by 
mutual savings banks to depositors? 


TECHNICALLY mutual savings banks do 
not pay any interest to their depositors. 
The depositors are the owners of the 
bank and therefore the amounts they 
receive are a division of the surplus 
profits and are properly termed divi- 
dends. In actual practice today, these 
dividends are restricted in most cases so 
that they cannot exceed a specified per- 
centage of the deposit. However, re- 
gardless of this and of the fact that they 
are owned by their depositors, mutual 
savings banks are organized and must 
be conducted along business lines. This 
means that they cannot distribute all 
their earnings in dividends but must 
allocate a portion to building up that 
cushion for contingencies which corre- 
sponds to the capital stock, surplus and 
undivided profits of a commercial bank. 
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NEW INCAPENOIVE GUARD 


Here is a simple, modern way to forestall delays in rendering the many 
financial services required by bank depositors and customers . . . a Printime 
stamp installed in every department throughout your organization will 
stimulate the prompt handling of every transaction. 


Printime is small, compact, and easy to operate; high in quality, yet sur- 
prisingly low in cost. It prints a complete time record — year, month, date, 
hour and minute, A.M. and P.M. — together with any single identification 
legend desired. 


Printime can help you to maintain a reputation for the kind of service that 
pleases customers, and insures their continued patronage. Why not inves- 
tigate today? 


YOU CAN NOW AFFORD TIME STAMP PROTECTION 
AT ALL THESE VITAL SERVICE POINTS— 


General Mail Rooms — Safety Deposit V aults — Accounting Depart- 
ments — Legal Departments — Trust and Fiduciary Departments — 
Real Estate Departments — Loan Departments — Executive and 
Secretarial Offices — Messenger Dispatch Desks 


INTERNATIONAL BUSINESS MACHINES CORPORATION 


World Headquarters Building Branch Offices 
S90 MADISON AVENUE, MEW YORK, ¥. 1M PRINCIPAL CITIES OF THE WORLD 
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INVESTORS 


THREE KINDS OF MONEY 


NO MAN SHOULD BE WITHOUT 


— man who faces re 


— that he really nee 
kinds of money, 


ality finds —eventually 
ds not One, but three 


But today, many, 
kind of money...mo 


Home Office, Minneapolis, Minn. Affiliates: Investors Syndicate Title 
uaranty Co., New York; Investors Syndicate, Limited, Canada. 


SYNDICATE 


Living Protection. oe 


Estab, 1894 


INVESTORS SYNDICATE 


Please send me your new booklet “Livi 
Dept. B-70, Minneapolis, Minn. 


Name. 


Address 


ng” Expenses, 


nclosed is 10c to Cover cost of handling and mailing. 


is advertisement is 
pi in character of 
a series sponsored by 
Investors Syndicate 
and now appearing in 
national magazines. 
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5 
cS fam Sudden misfortunes such as illness can deal special punishment to the ; 5 
Bae mks man who is not Prepared for emergencies. So, he needs a kind of money 5 
that is always ready to his hand —~cash in the bank, 
os : For the sake of his family, he needs stil] another kind of money... Rts p 
money that can shoulder his responsibilities jn Case of death. 
Pe j The need for both of these types of money is well recognized. One ee ae ee 
een 2% out of every 3 families in the country has a Savings account. One out of eee ts cous 
many people are awake to the urgent need for a third : 
ney which will be accumulated Persistently step-by-step : 
during the years of a man’s best farning power to take care of the years 
a hae that follow. This kind of money is, truly, a kind no man should be without, “a aoe ee ae 
| 
If you make a regular and adequate income, yet you stil] find yourself 
unable to accumulate money, the first step is to find out where our mone 
goes. Keeping a record of what you spend is essential if you want to make 
the most of your income, 
To help you take this first, important step, Investors Syndicate offers, 
without obligation, a booklet, “Living” Expenses... a simple, easy way to 
find out where your money goes. This 1s not a budget book. For your copy, 
Sa mail the coupon immediately to Investors Syndicate. Enclose 10¢ in coin ans ae 
Or stamps to cover handling and postage. Do it now! 
‘is 
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Anited States Fire 


Jnsurance Company of New Pork 


Organized 1824 


FINANCIAL STATEMENT AS OF DECEMBER 31, 1939 


ASSETS LIABILITIES 


Cash in Banks and Trust Com- Reserve for Unearned 
panies... .. . . . $5,633,953.58 Premiums ... . . . $10,217,865.04 


United States Government 
Bonds ...... . .. 9,561,838.63 Reserve for Losses in Process 
of Adjustment. . . . ._ 1,507,397.00 
Other Bonds and Stocks . . 17,308,798.98 


Mortgage Loans on Real Other Liabilities . . . .. 761,468.39 


RealEstate. . . . . . . 368,217.38 Mortgage Reserve . . . . 50,000.00 


Premiums in Course of Collec- 
Capital . . . $2,000,000. 
tion (Not over 90 Days) . . 1,131,357.81 


Bills Receivable, Not Due . . 158,085.93 NetSurplus. . 20,008,202.65 


Interest Accrued . .... 75,788.57 


Surpius To . 22,008,202.65 
Other Assets ...... 45,219.69 


Totat Apmitrep Assets . $34,544,933.08 $34,544,933.08 


On the basis of December 31, 1939 Market quotations for all 
Bonds and Stocks owned, the total admitted assets and surplus 
would be increased by $730,579.39. Securities carried at $3,200, 
590.35 in the above statement are deposited as required by law. 


HOME OFFICE: 110 WILLIAM STREET, NEW YORK, NEW YORK 


WESTERN DEPT., FREEPORT, ILL. PACIFIC DEPT., SAN FRANCISCO 
ALLEGHENY DEPT., PITTSBURGH SOUTHERN DEPT., ATLANTA, GA. 
CAROLINAS DEPT., DURHAM, N. C. 
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The Editorial Page 


Geared for Action 


FoR YEARS, particularly since the first World War, the 
Government has been dabbling more and more in busi- 
ness that is not properly Government, and doing it with 
more and more zest and frankness. 

Now that we are in the middle of another emergency 
and united action is necessary to speed up the productive 
equipment of the country, there is real danger that the 
Government will go so far into business that it cannot 
get out when the excitement is over. It will be a miracle 
if we do not lose quite a bit of our democracy in getting 


ready to defend it. 
* * * 


THE LEAST we can do is proceed with our eyes wide 
open. The job right now is to make America strong 
enough to face a hostile world without fear and without 
sacrificing any of our essential liberties, our faith, or our 
economic shirt. 

Everything points in one direction today, toward 
greater Government control of production, transporta- 
tion and finance. Fortunately, the United States has 
industrial and financial statesmen of the highest com- 
petence and organizing ability. These men are being put 
in positions of great responsibility and the only question 
that must be decided as we go along is whether they 
have been given authority commensurate with the 
responsibility. 

* * * 


THE BANKING SYSTEM is geared for action and ready 
for the task. Banks have funds to care for any conceiv- 
able rise in demand for credit and all their efforts and 
research of recent years have helped prepare them for 
just such a period as probably lies ahead. 


* * * 


UNTIL THE REARMAMENT orders in quantity begin to 
reach the hands of bank customers, nothing can be said 
with assurance about where borrowers will turn for the 
necessary funds. But if signs and facts mean anything, 
here is a pattern of things to come: 

The billions now being appropriated will be spent with 
gradually increasing velocity. Orders for supplies and 
equipment, ships, shoes, guns and shells will be dis- 
tributed to firms large and small. The first place where 
a manufacturer normally goes for advice and credit is 
his local banker and this time will be no exception, 
regardless of the fact that a lavish Government stands 
ready to furnish the necessary capital and credit along 
with the order. 

In some cases, present plant capacity will be sufficient, 
but in many instances new plants, extensions and more 
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WILLIAM R. KUHNS 


By 


men will be required. Most of this additional capacity 
will be regarded as temporary and likely to become a 
white elephant when hostilities cease. With these 
circumstances in view the Government, through the 
RFC, will either advance funds or will cooperate with 
banks in making loans for production or plant expansion 
by taking 75 per cent of the commitment or giving the 
bank a definite 75 per cent take-out agreement. 


* * * 


MEANWHILE THE general stimulation of activity occa- 
sioned by the fulfillment of Government orders will 
surely bring a substantial increase in the volume of 
ordinary bank loans. 


Taxes and Defense — 


TALKING WITH BANKING recently about defense, taxes 
and the budget, the able Senator from Virginia, Harry 
Byrd, expressed himself so clearly and forcefully that 
his opinion is here presented in the Senator’s own words: 

‘The one purpose of our current stupendous national 
defense effort is to safeguard and preserve our demo- 
cratic principles, institutions and form of government— 
freedom. Our woeful lack of defense against belligerent 
attack, despite ten years of profligate spending for 
almost everything else, is indefensible in the light of 
paralleling developments abroad. We have got to spend 
more now to prepare for—prevent if possible—the 
crisis of war. 

“‘Whether war comes to us or not, the economic 
consequences of the European conflict and our own 
preparations will be terrific. We have got to spend less 
for non-essentials if we are to withstand this certain 
impact. Spending less for non-essentials, governmental 
and otherwise, is just as vital to safeguarding and pre- 
serving democratic freedom as spending more for defense 
in the form of war machines. American national defense 
expenditures of certainly five billion dollars, and prob- 
ably more, must not be superimposed upon a decade of 
continuous deficit spending and a Federal public debt, 
direct and indirect, probably in excess of 50 billion 
dollars. 

‘We can finance neither war nor peace in this manner. 
Taxes have got to be increased. Neither the Administra- 
tion nor Congress can justify raising taxes for obvious 
necessities without reducing expenditures for apparent 
non-essentials. 

“The force of events raises taxes,” he concluded, ** but 
it takes unmistakable public demand to reduce public 
spending. We have got to have both if we successfully 
are to meet the present emergency and its inevitable 
consequences.” 


. 
= 
| 
0 
oe 
-- ae 
=~ 
- 
thea. 
= 
| 


CUSHING PHOTOS 


Rockefeller Center roof-tops at night 


Pennsylvania Station George Washington Bridge 
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After Atlantic City— 
A Trip to New York 


N innovation in this year’s arrangements for the A.B.A. 
Convention in Atlantic City is a post-convention tour 
to New York and the World’s Fair. Arrangements are in 
charge of a committee headed by Carl K. Withers, presi- 
dent of the Lincoln National Bar Newark, N. J. Other 
members of the committee are Leslie McDouall, vice- 
president, Fidelity Union Trust Co., Newark, and Armitt 
H. Coate, secretary of the New Jersey Bankers Association. 

A tentative schedule has been worked out as follows: 

Friday, September 27—visits to the New York Stock 
Exchange, the Curb Exchange and the Federal Reserve 
Bank. While Convention delegates are in the Wall Street 
neighborhood, they will also have time to visit their corre- 
spondent banks. Later in the same day there will be a tour 
of Rockefeller Center. 

Saturday, September 28—The World’s Fair has desig- 
nated this date as ““A.B.A. Day”, and Fair officials are 
planning a program of special events for the bankers. 

Special transportation arrangements, such as round-trip 
ticket exchanges, will be announced. 


Above, Trinity Church at the head of Wall Street 
Left, two scenes in the New York Stock Exchange 


Below, the New York Curb Exchange building 
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AT THE FAIR 


Left, the Plaza of Light 


Outside column, top to 

bottom: General Motors, 

U. S. Steel, World of 
Fashion 


Inside column, top to bot- 
tom: Business Machines 
and Insurance, typists in 
the Fair’s operating office 
exhibit, Aviation 
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Executive Manager Stonier 
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Former President Smith 


A. B. A. President Hanes 


Mayor Tobin welcoming 


A.I1.B. at 


Boston 


HE pictures on this and the next 
yp oe pages show a few of the high- 
lights at the recent Boston Conven- 
tion of the American Institute of 
Banking—reported on page 90 of 
this issue—as well as the tour of the 
New York World’s Fair which many 
of the delegates made when the more 
serious business at Boston was fin- 
ished. Left, a welcome to Boston by 
the New England Trust Company 


Economist Cadman 


PHOTOS OF PERSONS BY HARRIS & EWING 
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Left: left to right, Vice-president Newell, President Dart, ex-President Smith. Right: Roof ballroom at the 
Parker House, Educational Conference 


Left: left to right, front row, public speaking contestants Arthur, Bartlett, Holder, Goins; back row, con- 
testants Cornelius, Wilson, Stone (winner), Lovelace. Right: left to right, debate contest semi-finalists 
Geuder, Adams, McGrath, Morel, P. J. Passera, V. J. Passera 


Left: Publicity exhibits. Right: The stage of Tremont Temple at the closing session, with Harry R. Smith 
speaking 


CONTEST 


BANKING 


| | 
| 
| 
— ~ 2) t >, 
| 80 


John A. Elbe, Brooklyn, N. Y., does 
some “shooting”. Seated at the 
table are J. A. Reagan, Rocky 
Mount, N. C., and Jack Gormley, 
Seattle, both Executive Councilmen 
of the A.1.B., Bob Carmach, Misses 
Lillian Birtwistle, Bea Manier, 
Virginia Donnelly, Ethel Koy and 
Marjorie Adams 


Clinton W. Schwer (left, standing), 
president of the New York Chapter, 
hosts at the Fair outing, greets 
Albert S. Puelicher, Milwaukee, past 
president of the A.I.B., while 
Frank M. Totton, New York, 
another past president, looks on 


CHAPTER PRESIDENTS AT THE FAIR—Left to right, front row, J. I. Casey, Philadelphia; C. A. 

Chandler, Topeka; G. A. Ferguson, Seattle; William Howell, Ferndale, Wash.; Kenneth Griffith, Des 

Moines; back row, P. R. Lewis, Pottsville, Pa.; J. A. Cairnes, past president, Philadelphia; E. H. Weiblen, 

Hudson County, N. J.; J. A. Ready, St. Joseph, Mo.; C. W. Schwer, New York; J. A. Couturie, New Orleans; 
Charles Milender, Fargo, N. D.; C. E. Wood, Cleveland; P. H. Hohman, San Francisco 
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This Time of Crisis 


A Day For Clear Thinking 


M. Hangs, President, American Bankers As- 
sociation, before the COLORADO BANKERS ASSOCIATION. 


E have come to the sudden realization that we are 
Wi. longer isolated by the Atlantic and Pacific 
Oceans or by the British fleet and that if we are to main- 
tain the impregnability of the western hemisphere to 
which we are committed we must build up an adequate 
defense organization and build it speedily. How we meet 
this crisis will determine the kind of stuff of which we 
are made. 

The program of the President calls for the support of 
every citizen. It will be worth whatever it costs and the 
cost will be infinitely less than what is being paid by 
the democracies of Europe for their lack of preparedness. 
We shall discover that a strong financial and industrial 
machine is the necessary foundation of such a program. 
Its consummation will require the abandonment of class 
antagonism, lifting of the rod from the backs of business, 
finance and industry and the binding up of our internal 
wounds. 

But while we are doing this let us be on guard against 
the building up of a war hysteria. Let us keep it clearly 
in mind that what we are talking about is defense and 
not about going to war. This is a time for clear thinking 
rather than emotional thinking. 

Let us also be on guard against the use of war hysteria 
‘to extend the powers of government over business. The 
businessmen of this country are just as patriotic as 
any other group of people and just as whole heartedly 
devoted to the democratic way of life. The business, 
financial and industrial communities are just as capable 
of furnishing the sinews of defense now as they were 
of furnishing the sinews of offense twenty-three years 
ago, probably more capable. 

Freedom is a costly thing. It cannot be obtained nor 
can it be preserved by the process of demanding that 
the Government do for us what we should do for our- 
selves. If we would be strong enough to defend ourselves 
in a world in flames we should put our house in order, 
strengthen our economy and support our Government 
rather than expect to be supported by it. 


A Test of Character 


Dr. HAROLD STONIER, Executive Manager, American 
Bankers Association, before the NEw JERSEY BANKERS 
ASSOCIATION. 


INGING the bell of patriotism is an old trick of public 
R speakers, but is patriotism out of fashion? Have we 
become so sophisticated that our people are immune toan 
appeal for national defense? We built this country along 
certain economic lines. We have also built it on certain 
constitutional principles, but beyond that is the philoso- 
phy and the attitude of what we have come to think of 
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as the American ideal. This ideal has a sympathy for the 
underdog; it has a desire for sportsmanship and fair play 
which has been inculcated in us and expressed by us in 
all the sports we play. Beyond that, this ideal fastens 
itself to a creature of the imagination called hope. We 
have always been a hopeful people. No matter how bad 
today may be we always believe that tomorrow may be 
better than today. 

These are the hallmarks of the American ideal: the 
people are generous; they are imaginative; they are 
intelligent. Their very generosity permits of a certain 
type of treachery and treason which cannot evolve in a 
compact dictator state where all minorities are liqui- 
dated. 

The supreme crisis of our times will be a test of our 
character—a crisis to determine whether or not the great 
mass of our citizens will rally to the American ideal, be 
willing to defend it, and not, like Judas, be willing to 
trade the ideal for thirty pieces of silver. 


On Trial 


ADRIAN M. Massir, Vice-president, New York Trust 
Company, before the New York STATE BANKERS 
ASSOCIATION. 


HE cooperation of the banking structure is essential 
; ie the success of the [defense] plan. This cooperation 
will be requested and, if necessary, will be demanded. 
This is a national emergency and will be so dealt with. 

The question arises whether the banks in their pres- 
ent condition, with some substandard assets on hand 
and with a somewhat weakened capital structure, can 
stand the strain of this colossal program. The answer is 
that they can stand the strain if they are properly man- 
aged, and they must stand the strain if they are to sur- 
vive as independent banks. The public and the Gov- 
ernment are relying on them. 

The capitalistic system is on trial. It must not fail 
and it will not fail if every banker does a sound job. 


“United We Stand” 


S. President, State Bank Division, 
A.B.A., and President, Bank of Canton, Ga., before 
the MINNESOTA BANKERS ASSOCIATION. 


E should remember this: The legions of Europe 
W atone will never destroy America. If we are united 
we can defend ourselves against any force an enemy can 
send against us. If we should ever be overcome it will be 
because of our own indifference and because we will have 
lost that incomparable spirit of courage, faith and 
patriotism which has made America great. 
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25 Million Bank Loans 


The American Bankers Association Lending Activity Survey for 1939 


A. L. M. Wiccins, Chairman, Committee on Federal 
Legislation, American Bankers Association, and Presi- 
dent, Bank of Hartsville, South Carolina, before the 
SENATE SUB-COMMITTEE ON BANKING AND CURRENCY 
on the Mead Bill, S 3839. 


ORE than 25,000,000 credit extensions totaling 
$40,000,000,000 were made to business firms and 
individuals by banks during 1939 by 44 per cent 

of the commercial banks of the country representing ap- 
proximately two-thirds of the banking resources of the 
nation. Of these 25,000,000 loans, 12,960,000 were new 
loans totaling $24,014,000,000 and 12,150,000 were re- 
newals of outstanding loans, which renewals totaled 
$15,915,000,000. 

These are actual figures reported to the American 
Bankers Association by 6,330 commercial banks in con- 
nection with a survey of bank lending activity made by 
the Association. 


Protection and Stability 


M. Dopce, President, The Detroit Bank, 
before the AMERICAN INSTITUTE OF BANKING. 


s bankers you must never forget: 
A That every good bank has higher standards of 
conducting its business than are required by any 
law. 

That the most constructive thing a banker can do for 
depositors, borrowers, the community, and business in 
general is to run a sound bank. Doing this you con- 
tribute to the general stability of everyone concerned 
and in times of trouble that stability is of more general 
value to everyone than any number or total amount of 
unsound loans or investments that are made in an at- 
tempt to create what may turn out to be a fictitious 
prosperity. 

And, finally, that we can not forget we live in a world 
of change; economic, financial, and political. This is par- 
ticularly true in business. Depreciation is rapid and is 
multiplied by obsolescence, which today begins the 
minute of investment. More and more often the unex- 
pected happens. Tried and true principles are all the 
more necessary because of the uncertainty and con- 
fusion we find in every direction. 

A bank, by its very nature, must be the thing that 
gives protection and preserves stability. Because only by 
its permanence can the other economic and business 
changes proceed without general disaster. 


July 1940 


The survey revealed the significant fact that the 
banks increased their loans substantially as the year 
wore on. These 6,330 reporting banks reported that they 
made 610,000 more new loans during the second half of 
1939 than they did during the first half, and that the 
dollar volume of new loans made between July 1 and 
December 31, 1939, was 20 per cent greater, or more 
than $2,000,000,000 greater than in the previous six 
months. 

The use of open lines of credit on the books of banks 
also increased during the latter half of last year. Banks 
offering open lines of credit reported that 33 per cent of 
these lines of credit were being used by business in the 
second half of 1939 against 27 per cent in the first half. 

The average number of new loans made per bank was 
1,001, and the average size of such new business and 
personal loans, exclusive of mortgage loans, was $1,820. 

The average number of loans renewed per bank was 
950, and the average size per renewal was $1,318. 


What We Need 


CLAUDE E. BENNETT, President, Tioga County (Pa.) 
Trust and Savings Bank, before the PENNSYLVANIA 
BANKERS ASSOCIATION as president. 


E in America are facing perhaps the greatest 
W oasis in our history, weighed down almost to des- 
peration by public debt caused by sheer wastefulness 
and prodigality with the use of moneys during the days 
of peace. 

First we must have economies. We need immediate 
revision of those governmental policies which have de- 
stroyed industrial capacity by an attempt to emasculate 
free enterprise. We need careful consideration of the 
problem of defense in its relation to the problem of the 
national budget. 

Above all we must have absolute unity with a new 
and non-partisan leadership. 


A First Essential 


BELIEVE that one of the first essentials of wartime 

legislation, if war should unfortunately come, would 
consist in a reversal of very much that has been done 
in the way of hampering and fettering industry and 
finance, as preliminary to a wise policy of redirecting 
industry and finance from non-essential activities to 
activities essential for war.—BENJAMIN N. ANDERSON, 
Jr., Professor of Economics, University of California at 
Los Angeles. 


A group of third-year men 

on the campus, June 15, 

waiting their turn for the 
oral examinations 


ANKING obtained these pictures when the 1940 session 
B was just getting under way at the Graduate School of 
Banking, conducted by the American Bankers Association 
at Rutgers University, New Brunswick, New Jersey. Men 
about to graduate were taking their oral examinations, 


New Brunswick students were arriving, unpacking, renewing old acquaint- 


ances and preparing for two intensive weeks. 


Backstage at 


J. C. Hirschfeld (left) and S. E. White-Spunner begin to feel at home 


R. T. Elston moves his baggage in, and W. J. McKinley gets down to work 
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The excellent meals, effi- 

ciently served, are typical 

of the smooth operation of 

daily routine at the Grad- 
uate School 


ALL PHOTOS BY sOozIO 


Below, left, the dining room. Right, Examinee Treiber and Examiners Simmonds, Massie and Wilkinson, reading from left to right 


The post office 
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Ernest M. FisHer, Director of Research in Mort- 
gage and Real Estate Finance, American Bankers Asso- 
ciation, before the AMERICAN INSTITUTE OF BANKING. 


O discussion of the analysis of mortgage risk would 
be complete without reference to the methods 
designed and used by the Federal Housing Ad- 

ministration. While no pretense has been made on the 
part of the Federal Housing Administration that these 
methods are final in form, they do represent a significant 
step in advance. They are available to all mortgage 
lending officers. Regardless of the attitude which anyone 
may take toward mortgage insurance, he will find the 
description of the methods used by the F.H.A. of much 
value in determining his own approach to the selection 
of mortgage loans. 

It can confidently be expected that the mortgage lend- 
ing officer of 1950 will be much more skilled in the use of 
these instruments which have been credited in the past 
decade than is the mortgage loan officer of 1940. The 
instruments themselves will undoubtedly be much re- 
fined, and many lessons are yet to be learned by their 
application, and by the use of others of which we have 
not yet conceived, to the operating problems of the 
mortgage lending officer. 

Also significant is the development of systematic 
materials to guide the judgment of the mortgage loan 
officer. These materials are of two general types. The 
first is the material gathered by the comprehensive sur- 
vey of real estate. These surveys, begun in 1934 and 
culminating in the Census of Housing of 1940, will af- 
ford source material of inestimable value to the mort- 
gage lending officer. 

While lending officers have been familiar with the 
general characteristics of the real estate in different 
parts of their lending area, never before will they have 
had an opportunity to know the situation as intimately 
as the Census of Housing will reveal it. It appears rea- 
sonable to suppose that by 1950 the mortgage lending 
officer will have familiarized himself with this type of 
material and will be utilizing it in every case which 
comes to his desk for decision. 


Vacancies in properties of various types on which 
mortgage loans are requested constitute a significant 
index of the market situation and of the soundness of the 
loan proposed. We shall probably have reached a point 
by 1950 where the mortgage loan officer will recognize 
that he cannot discharge his responsibilities to stock- 
holders or depositors unless he is equipped with these 
materials which give him a precise, detailed, and com- 
prehensive view of the real estate situation as it exists 
from time to time. 

It may beneficially stretch the imagination to con- 
template that the lending officer of 1950 will be able to 
predict within a tolerable margin of error what the 
delinquencies, foreclosures, and losses year by year will 
be on the loans made in 1950 secured by different types 


86 


The Mortgage Loan Officer of 1950 


of properties. Such a prediction with respect to the 
losses in life insurance would have seemed as ridiculous 
at one time as this prediction may seem to you now. 
The whole process of constructing mortgage mortality 
tables is in its inception. The mortgage loan officer of 
1950 may have a crude mortality table, but I confi- 
dently predict that he will have one, and that he will 
use it in connection with his operations. 

Along with the added security which the principle of 
amortization brings come also some complications with 
which the mortgage loan officer of 1950 must be fa- 
miliar. One of the outstanding of these complications is 
the relationship of mortgage lending activities to the 
fund conversion policy of a bank. In current discussions 
of fund conversion policy, references to the part which 
mortgage loans play are relatively sparse. They will 
occupy a place of increasing importance as their signifi- 
cance becomes more obvious. 


A DISCUSSION of amortization of mortgage loans by 
periodic payments leads me to make a further predic- 
tion. By the term “amortized mortgage” we ordinarily 
understand a mortgage which is amortized by periodic 
payments of the same or approximately the same 
amounts. Some variation has already appeared in the 
terms of amortization. A number of lending institutions 
are now using an amortization plan which provides for 
the payment of a fixed amount of principal plus interest 
earned, periodically, instead of a fixed payment covering 
both amortization and interest. Thus the principle of a 
flexible amortization plan has already appeared in 
mortgage lending practice. Consequently one is not 
altogether unjustified in predicting that a greater degree 
of flexibility will appear in mortgages made by the 
mortgage lending officer of 1950. 

Another development which is occurring more rapidly 
under our noses than we have yet suspected is making 
mortgage securities much more widely marketable than 
they have ever been in the past. Up to December 31, 
1939, $688,259,000 of F.H.A. insured mortgages had 
been purchased and sold in a secondary mortgage mar- 
ket. 

This volume alone is sufficient to indicate the extent 
to which at least F.H.A. insured mortgage securities 
have become marketable investments. It probably 
would not be an exaggeration to predict that this 
development will be accelerated between now and 1950. 
As a result, investments in mortgages will be considered 
with much less timidity than in the past. 

The mortgage lending officer of 1950, I venture to 
predict, will be characterized by an open and flexible 
mind, largely untrammeled by tradition. I do not mean 
to infer that he will ignore the light which falls from the 
lamp of experience. I mean rather that he will be con- 
stantly on the alert so as to avoid standing himself in 
that light which emanates from the lamp of experience, 
and casting his own shadow over the problems which he 
confronts in his daily task. 
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May We Present 


Above, left, President Robert M. Hanes of the American 
Bankers Association congratulates Miss lola Whitlock, winner 
of the California Bankers Association’s state-wide public 
speaking contest. At the right, E. V. Krick, vice-president and 
eashier, American Trust Co., San Francisco, and chairman 


Above, left, Walter B. French, A.B.A. Deputy Manager in 
charge of the Consumer Credit Department, speaking before 
the personal loan division, Chicago District of the Illinois 
Bankers Association. Above, right, Mr. French (right) with 


At the convention of the National Association of Mutual 
Savings Banks—left to right, Henry Bruere, president of 
the Bowery Savings Bank, New York: Charles Francis 


Adams, president, Provident Institution for Savings, 
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of the committee which had charge of the contest. Above, 

right, bankers attending the New Hampshire Bank Manage- 

ment Conference which was held recently at the Amos Tuck 

School of Business Administration, Dartmouth College, 
Hanover 


G. M. MeWilliams (left), vice-president, Citizens Bank, 

Hattiesburg, and N. H. Crenshaw, New Albany, at the 

1940 convention of the Mississippi Bankers Association held 
at Buena Vista Hotel, Biloxi 


Boston; Prentiss Jackson, BaNKinG, New York, and Russell H. 

Britton, retiring president, New Hampshire Bankers Asso- 

ciation, and vice-president and treasurer, Rochester (N. H.) 
Trust Co. 
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Above, left, new officers of the California Bankers Association. 
Left to right, Lauder Hodges, executive manager; L. H. Lopes, 
president, Pajaro Valley National Bank, Watsonville, vice- 
president of the C.B.A.; A. J. Gock, vice-chairman, Bank of 
America, state president: Henry M. Plate, vice-president, 


Above, left, A. L. Rogers (left) cashier, Bank of Commerce, New 
Albany, Miss., and F. R. McGeoy, Jr., president, The Bank of 
Greenwood, Miss., who are, respectively, the retiring president 
and new president of the Mississippi Bankers Association. 
Above, right, new officers of the Virginia Bankers Association. 
Left to right, Thomas H. Blanton, president of the Virginia 


Below, left, P. D. Houston (left) First Vice-president of the 
American Bankers Association, and chairman, American 
National Bank, Nashville, talking with Haynes McFadden, 
editor of the Southern Banker and secretary of the Georgia 


ACME 


The Bank of California N. A., San Francisco, treasurer; James 
E. Shelton, vice-president, Security-First National Bank of 
Los Angeles, chairman of the executive council. Above, right, 
Claude F. Pack, president, Home State Bank, Kansas City, 
Kan., and new vice-president, Kansas Bankers Association 


ACME 

Bankers Association, and president and trust officer of the 

Union Bank and Trust Company of Bowling Green; G. 

Franklin Lenz (first vice-president), executive vice-president 

and cashier of the Citizens Marine Jefferson Bank of Newport 

News, and G. C. McCall (second vice-president), executive 
vice-president and cashier, First National Bank, Norton 


Bankers Association, when they attended the Virginia bank- 

ers’ convention. Mr. Houston was on the convention program. 

Below, right, part of the audience at one of the Virginia sessions 
held at the Hotel Roanoke 


ACME 
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STATE PRESIDENTS— Above, left to right: Glenn L. Emmons, chairman and president, First State Bank at Gallup, N. M.; 
Louis J. Brainerd, president, Palmer National Bank, Palmer, Mass.; J. D. St. John, vice-president, Toledo Trust Co., Ohio 


STATE PRESIDENTS— Above, left to right: A. E. Bradshaw, president, National Bank of Tulsa, Tulsa, Oklahoma; J. Roland 

Chaffinch, president, Denton National Bank, Denton, Maryland; Paul N. Bogart, chairman and president, Merchants National 

Bank, Terre Haute, Indiana. Below, left to right: Eugene G. Blackford, president, Greenwich Trust Co., Greenwich, Conn.; 

Frank C. Hunt, vice-president, First National Bank in St. Louis, Missouri; E. P. Pyeatt, cashier, secretary and trust officer, 
Mcllroy Bank & Trust Co., Fayetteville, Arkansas 
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Hanes Announces Atlantic 


Institute Elects J. L. Dart to Presidency; | 
Makes George T. Newell Vice-president | 


The American Institute of Banking, holding its 40th anni- 
versary convention in Boston, elected as its 1940-41 president 


Paper 


City Convention Program 


Enlarged Services of A.B.A. Stressed; 
Bankers Will Honor Sen. Carter Glass 


Robert M. Hanes, President of the American Bankers Associa- 
tion, announces that Senator Carter Glass of Virginia is to be 


J. Leroy Dart, vice-president, 


sonville. 


Florida National Bank, Jack- 


George T. Newell, vice-president, Manufacturers Trust Co., 
New York City, was made vice-president. 
New members of the Institute’s executive council are: Ervin 


V. Holton, manager, American 
Trust Co., San Anselmo, Cal., 
C. Edgar Johnson, assistant 
cashier, First National Bank, 
Chicago; William C. Pitner, 
assistant cashier, American 
Trust & Banking Co., Chatta- 
nooga; William C. Way, as- 
sistant trust officer, Central 
National Bank, Cleveland. 

The retiring president, Harry 
R. Smith, assistant vice-presi- 
dent, Bank of America, N.T. &. 
S.A., San Francisco, and Mr. 
Newell, also became members 
of the council. 


New Yorker Gets 
$500 Speaking Prize 

Speed Stone of the Manu- 
facturers Trust Company, New 
York, won first prize, $500, in 
the National Public Speaking 
Contest for the A. P. Giannini 
Endowment awards. 

Joseph F. Cornelius, First 
National Bank in Spokane, 
Wash., won second prize, $300. 
Mozart Lovelace, Harris Trust 
& Savings Bank, Chicago, took 
third prize, $200 and the 


fourth award, $100, was won | 


by L. K. Arthur, Federal Re- 
serve Bank of St. Louis. 


The assigned subject was 


“Chartered Banking—Its | 


Right to Exist.” 

Mr. Stone is a native of 
Chillicothe, Mo. He joined the 
commerce Trust Company, 


Kansas City, in 1935 and went | 
to the Manufacturers Trust in | 
New York, in 1939. He is in the | 


credit department of that bank. 
It was the fourteenth com- 


petition for the prizes estab- | 


(Continued on page 93) 
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Irwin and Larson 
Get New Posts in 
Banking Institute 


Appointment of Dr. William 
A. Irwin to the position of Na- 
tional Educational Director 
of the American Institute of 
Banking and the advancement 
of Floyd W. Larson to the 
position of National Secretary 


of the A.I.B. were announced | 
by Dr. Harold Stonier, Execu- 


tive Manager of the A.B.A., 
after a meeting with the Ex- 


ecutive Council of the Insti- | 


tute during the latter’s Boston 
convention. 

Dr. Irwin joined the Insti- 
tute on Nov. 1, 1937, as As- 
sistant Educational Director 
and was named _ Associate 
Educational Director a year 
ago. He has also been Assistant 
Director of The Graduate 
School of Banking for the past 


| three years. Washburn College 
|at Topeka, 


Kan., 
the LL.D. degree on him at 
its commencement exercises 
June 3. Dr. Irwin was head of 
the economics department at 
Washburn for 16 years. 

Mr. Larson, formerly with 


Minneapolis, was president of 
Minneapolis Chapter, A.I.B., 


secretary of that chapter from 
1929 to November 1937 when 
he was made Assistant Secre- 
tary of the Institute. 
In becoming secretary he 
takes over the office filled by 
(Continued on page 93) 


conferred | 


honored at the 


Association’s 66th 


General Convention at 


Atlantic City, N. J., Sept. 22-26. 
Senator Glass will be honored for his service to American 


Sept. 26. 


698 Students at 


Graduate School 


Bankers Finish 


Advanced Courses 


The sixth resident session of 
The Graduate School of Bank- 
ing conducted by the A.B.A. 
at Rutgers University was at- 
tended by 698 bank officers, 
the largest enrollment in the 
school’s history. 

This year 249 bankers en- 
tered the school for their first 
session; 217 were in the second 
year class, and 232 were gradu- 
ated June 28. 

Each year approximately 
200 new students enter the 
school and 200 are graduated 
upon completion of the course, 
which consists of intensive 
two-week resident sessions at 
Rutgers for three successive 
years and two years of exten- 
sion work under the supervi- 
sion of the faculty. A thesis is 
also required. 

Among the 


students this 


| year were 21 bank presidents, 
| 64 vice-presidents, 
| the Federal Reserve Bank of | 


18 trust 


officers, 81 assistant trust offi- | 
cers, 54 cashiers, 140 assistant | 
| cashiers, 15 treasurers, 37 as- 
in 1928-29 and was executive | 


sistant treasurers, 33 bank 
examiners, 25 auditors, and 210 
other bank officers. 

In addition to classroom 
work the students listened to 
evening lectures by Col. Leon- 
ard P. Ayres, vice-president 

(Continued on page 93) 


| banking at the second general session of the Convention on 


Clyde R. Hoey, Governor of 
North Carolina, will address 
the first general session of the 
convention on Sept. 25. 

Other speakers at the general 
sessions will include President 
Hanes and E. S. Woosley, 
vice-president, Louisville Trust 
Company, Louisville, Ky. 

The enlarged services of the 
A.B.A. will be reflected in the 
Convention program with em- 
phasis on the educational note. 
The four general divisions will 
hold annual meetings the first 
business day, Sept. 23. All of 
Sept. 24 and the two following 
afternoons will be devoted to 
round table conferences and 
panel discussions. 

The Tuesday morning pro- 
gram will include round ta- 
bles on ‘The Influence and 
Value of Bank Staff Contacts,” 
‘“How to Survey Your Trade 
Area,’ and ‘Liquidity and 
Marketability of Loans Made 
to Farmers.”’ 


“Information, Please” Panels 
On Real Estate, Small Loans 


Tuesday afternoon will be 
devoted to a panel treatment 
of ‘Real Estate Loans,”’ con- 
ducted along the lines of the 
‘Information, Please’’ type of 
program. On Wednesday morn- 
ing, Sept. 25, there will be 
a series of round table con- 
| ferences on bank operating 
| problems and on Thursday 
afternoon the popular type of 
quiz program will be applied 
to the subject of “Consumer 
| Credit.” 
| The 40th anniversary of the 
| (Continued on page 91) 
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Il. Douglas Davis, vice-president, Plainfield Trust Co., is presi- 
dent of the New Jersey Bankers Association. New Jersey is host to 
this year’s A.B.A. Convention 


Hanes Announces Convention Program 


(Continued from page 90) 


American Institute of Banking 
will be celebrated at the first 
general session, Sept. 25. Harry 
R. Smith, retiring president of 
the A.I.B., will introduce the 
past presidents of the A.I.B. 
and conduct the installation of 
William A. Irwin as national 
educational director. 

The newly elected officers of 
the A.B.A. will be installed at 
inauguration ceremonies to be 
heid on the evening of Sept. 
26. 

William Powers, director of 
customer relations of the A.B.A., 
will lead the conference on 
“The Influence and Value of 
Bank Staff Contacts,” Tues- 
day morning. C. W. Bailey, 
president of the First National 
Bank, Clarksville, Tenn., will 
lead the conference on ‘How 
to Survey Your Trade Area.” 
C. C. Neumann, president of 
the Nebraska Bankers Associa- 
tion and president of the 
Farmers & Merchants Na- 
tional Bank, Oakland, Nebr., 
will conduct the round table 
on “Liquidity and Market- 
ability of Made _ to 
Farmers.”’ Bailey, 
Powers and Neumann will 
also join with A. G. Brown, 
A.B.A. Deputy Manager in 


Loans 
Messrs. 
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charge of agricultural credits, 
in a panel discussion on “‘ New 
Business Development.” 

The Tuesday afternoon panel 
on “Real Estate Loans” will 
be led by Dr. Ernest M. 
Fisher, Director of Research 
in Mortgage and Real Estate 
Finance of the A.B.A. 

Round tables on operating 
problems Wednesday after- 
noon will include: ‘‘ Productive 
Work Planning,” led by Ernest 
S. Woolley, bank analyst of 
New York; “ Research, Analy- 
sis and Budgetary Control as 
an Aid to Bank Management,”’ 
led by Maurice L. Breidenthal, 
president of the Security Na- 
tional Bank, Kansas City, 
Kan.; “Greater Efficiency and 
Increased Earnings Through 
Simplification of Bank Oper- 
ating Forms,” led by Louis 
\WV. Bishop, cashier of the 
State-Planters Bank & Trust 
Co., Richmond, Va. 

On Thursday afternoon, 
Sept. 26, there will be a round 
table on ‘‘Consumer Credit” 
led by Walter B. French, 
Deputy Manager of the A.B.A. 
in charge of its 
Credit Department. 

The programs of the four di- 
visions will be announced later. 


Consumer 


Proposed Amendments 


Proposed amendments to the Constitution of the American 
Bankers Association, unanimously approved by the Executive 
Council and by the Administrative Committee at Hot Springs, 
Virginia, on April 23 and April 20, respectively, will be 
recommended for adoption at the annual convention in Atlantic 
City, New Jersey, September 22-26, 1940. 

New sections 1 and 3 of Article IV are substituted for sec- 
tions 1 and 3 now in effect. The proposed sections 1 and 3 are: 


PRESIDENT 


Sec. 1. The President of the Association shall 
preside at all annual or special sessions of the General 
Convention. He shall be a member ex officio of the 
Executive Council and shall preside at its meetings 
and at meetings of the Administrative Committee. 
He shall have power to appoint committees on any 
special subject from the membership of the Associa- 
tion and to authorize such committees to incur ex- 
penses not exceeding in the aggregate a sum of 
$5,000. He shall appoint State Vice-presidents and 
fill vacancies in all committees and commissions, not 
otherwise expressly provided for, subject to the 
approval of the Administrative Committee. He shall 
perform such duties as may be imposed upon him by 
the Constitution, by the By-Laws of the Association, 
by resolution of the General Convention and by 
direction of the Executive Council or Administrative 
Committee. He shall make to the General Conven- 
tion at its annual session a formal report summariz- 
ing the general condition of the Association and shall 
make report of his activities at each meeting of the 
Executive Council and of the Administrative Com- 
mittee. 


STATE VICE-PRESIDENTS 


Sec. 3. A State Vice-president shall be appointed 
in each state and in the District of Columbia from 
the members of the American Bankers Association in 
that state. It shall be his duty to preside at meetings 
of the members in their respective states or at the 
time of the annual convention of this Association and 
to enforce the rules and regulations of this Associa- 
tion as to such membership, and he shall be specifi- 
cally charged with the duty of maintaining and 
increasing the membership of this Association in his 
state under the supervision of the Membership 
Committee. In the absence of the State Vice-presi- 
dent from any duly called meeting, a Chairman 
elected at the meeting shall preside. State Vice- 
presidents shall hold office from appointment until 
the close of the first ensuing annual session of the 
General Convention. State Vice-presidents shall 
have the same qualifications as delegates to the 
General Convention and shall forfeit office by re- 
moval from the state from which appointed or by the 
loss of any qualification required of a delegate. 


The purpose of the foregoing amendments to the Constitu- 
tion is to confer upon the President of the American Bankers 
Association the authority to appoint State Vice-presidents 
instead of their election by the members of the Association at 
state conventions. 

These amendments were proposed by the Membership 
Committee of the American Bankers Association and have 
been approved by the Board of Control of the State Secretaries 
Section of the Association. 
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Condition and Operation of State Banks Studied 


A.B.A. Survey Shows Gain in State Bank | Recoveries and Securities Profits Help Net 
Resources, Loans, Deposits, U. S. Bonds | 


The resources of 9,859 state | 
supervised banks in the United | 
States, according to the ninth | 
annual survey made by the | 
State Bank Division of the 
American Bankers Association, 
showed a further substantial | 
growth in 1939, 

This is reflected largely in 


additions to cash, reserves, and 
balances with other banks. | 
Gains in Government securities 
and loans and discounts also | 
contributed to the growth. | 
Total deposits of these banks 
rose to new peaks. 

“Thus continues the upward | 
trend which, with the excep- | 
tion of 1937 when there was a | 
slight decline, has characterized 
resource and deposit totals of | 
state banks since 1933,” says | 
the survey summary. 

The survey, based on year- | 
end reports for 1939 of the 48 
state banking departments, | 
and of the Comptroller for | 
the non-national banks in the | 
District of Columbia, covers | 
8,026 state (commercial) banks, | 
904 loan and trust companies, | 
63 private banks, 324 stock | 
savings banks, and 542 mutual 
savings banks. 


Resources, Deposits and 
Investments at New Highs 


“The upward trends which 
resource, deposit and invest- 
ment totals, and combined cash | 
and balances with other banks | 
of total state supervised banks 
have continued since 1933, 
interrupted only by slight de- 
clines in 1937, carried them to 
new high levels in 1939,”’ says 
the summary. 

“Loans and discounts, in- | 
cluding overdrafts, also in- 


creased in 1939, but did not | 


quite recover the moderate de- 
crease which occurred during 
the preceding year.” 


Comparing the principal bal- | 


ance sheet items of the 9,859 


state supervised banks as of | 
Dec. 30, 1939, with figures as | 


of corresponding dates from | 
1935 to 1939, the following | 


| cent. The long upward trend | 

of investments, continuous since | 
| 1933 except for 1937, has car- 
| ried investment holdings of 


developments are noted: 


“First, combined resources | 


rose sharply in 1935 and 1936, 
92 


turned moderately downward | 
in 1937, but again moved up- | 
ward during 1938 and 1939. At | 
the close of 1939 total re- 
sources amounted to $41,926,- 


| 275,000, an increase of $3,043,- | 


026,000, or 7.8 per cent, during 
the year, compared with a gain 
of 3.2 per cent in 1938. This is | 
the highest year end total. 


Loans and Discounts up 4.1% | 
| 


“Second, during 1939 loans | 
and discounts increased $515,- | 
556,000, or 4.1 per cent, to 
$13,148,744,000, but remained | 
slightly lower than at the close 
of 1937, the peak for the period. | 

“While activity in most | 
lines of industry expanded dur- | 
ing the latter part of 1939, and | 
commercial loans showed some | 
growth, the demand for credit 
and capital remained limited. 


Total Investments Show 
12.4% Gain in 4 Years 

“Third, total investments of 
$15,984,453,000 on Dec. 30, 
1939, were larger than total in- 
vestments at the end of 1938 | 
by $498,642,000, or 3.2 per 


state supervised banks to a new 
all-time peak. The 1939 year- | 
end figure for total invest- | 
ments is ahead of the invest- 
ments of $14,219,173,000 at | 


| the close of 1935 by $1,765,- | 
| 280,000, or 12.4 per cent. | 


of State Banks to Make Moderate Rise 


Service Charges Aid 


Without the income earned 
from service charges dur- 
ing 1939, net profits before 
dividends would have been 
wiped out in Florida, Min- 
nesota, North Dakota, South 
Dakota and Vermont. 

Service charge earnings 
meant the difference between 
net profit or loss after divi- 
dends in ten additional 
states—Alabama, Arizona, 
Arkansas, Indiana, Missis- 
sippi, Montana, Nebraska, 
New Hampshire, North Car- 
olina and Utah. 

Service charges earned by 
state banks doing a com- 
mercial banking business in 
45 states aggregated $44,- 
769,000, or 6.5 per cent of 
total gross earnings, against 
5.4 per cent in 1938. 


The growth of investment 


holdings of all state supervised 


banks during 1939 resulted 


|from gains in United States 


direct and guaranteed obliga- 
tions which increased $1,255,- 
426,000, or 13.7 per cent, dur- 
ing the 12 month period, in 


| comparison with a decline of 


$756,784,000, or 11.9 per cent, 
in other investments 
United States Government se- 
curities formed 65.1 per cent of 
total investment holdings on 
Dec. 30, 1939, while at the 
close of 1938 they were 59.1 
(Continued on page 95) 


State Bank Research Committee 


On this page is a brief report on the study “Condition 
and Operation of State Banks 1939”, compiled by the 
A.B.A. State Bank Division of which William S. Elliott, 
president, Bank of Canton, Ga., is President. Members 
of the Committee on State Bank Research, under 
whose direction this survey of resources, liabilities, 
earnings and expenses is made each year, are: Frank P. 
Powers, president, Kanabec State Bank, Mora, Minn., 
chairman; James S. Peters, president, Bank of Man- 
chester, Ga.; Ben S. Summerwill, president, Iowa State 
Bank & Trust Co., Iowa City; B. D. Mitchell, president, 
Union Bank and Trust Co., Kokomo, Ind.; John T. 
Rohr, president, Toledo Trust Co.; Joseph F. Hammond, 
president, Citizens Trust Co., Paterson, N. J. 


| entirely 


held. | 


Net profits of state banks 
engaged in commercial bank- 
ing business in 1939 were 
moderately higher than in 1938 
principally because of sub- 


| stantial recoveries and protits 


obtained on securities sold, 
according to the sixth annual 
survey of earnings and ex- 
penses made by the State Bank 
Division of the American Bank- 
ers Association. Moderate in- 
creases in current earnings, 
both gross and net, also were 


| shown for the year in most of 
| the reporting states. 


Figures were supplied by 
state banking departments for 


| 44 states and by the Comp- 
| troller of the Currency for the 
| District of Columbia. 


Gross losses on loans, securi- 
ties, etc., in 1939 was $166,- 
484,000. But after deducting 
recoveries on loans and invest- 
ments of $142,215,000 from 
gross losses, net losses for 1939 
were only $24,269,000, or 3.5 
per cent of total gross earnings, 
compared with net losses of 
10.6 per cent of total earnings 
in 1938. In Arkansas, Nevada, 
New Mexico and New York, 
gross losses for the year were 
wiped out by re- 
coveries on loans and securities, 
etc., and an excess of recoveries 
over losses was shown. 

Net profits after recoveries 
and charge-offs, but before 
dividends, for 1939 were $168,- 
132,000, or 24.5 per cent of 
gross current operating earn- 
ings, the highest percentage 
during the past five years. 

After the declaration of cash 
dividends of $92,843,000, net 


| profits of the states reporting 


in 1939 were reduced to $75,- 


| 289,000, or 11 per cent of gross 
| earnings, compared with net 


profits after dividends of 7.4 


| per cent in reporting states in 
| 1938, 5.8 per cent in 1937, 15.3 
| per cent in 1936, and 2.3 per 


cent in 1935. 
All of the reporting earnings 


| and expenses for the current 


survey showed net profits for 
year 1939 before divi- 
| dends. 

| (Continued on page 95) 


BANKING 


coul 


ban 
ceiv 
pres 
Dr. 

rese 
Con 
lead 


und 
to : 
savi 
bea 
its 

ban 
tage 
lect 
post 


stoc 
ven 
two 
able 
mer 
den 


said 


| 
| . 
| 
| 
| | I 
\ 
| by 
| 
d and 
by 
secr 
Pre: 
| 
| 
| 
| sa\ 
tha 
in 
| pro 
\ 
| Bar 
Bir 
tha 
met 
whi 
ture 
| 
| 
trer 
| ous 
hay 
| 
: 
ove 
po 
( 


Savings Account 
Study Endorsed 


Banks Interested 


In A.B.A. Analysis 


Much interest is being taken 
by banks in the savings ac- 
count analysis sponsored by 
the A.B.A. Savings Division, 


and described in June BANKING | 


by J. R. Dunkerley, assistant 
secretary of the Division. 

George A. Gilman, Division 
President, who invited the 
banks to take part, has re- 
ceived numerous comments ex- 
pressing approval of the study. 
Dr. Irving Bussing, director of 
research, Savings Banks Trust 
Company, New York City, a 
leader in savings analysis, said: 

‘Not only will a bank which 
undertakes this work be able 
to see the trend of its own 
savings department, but it will 
be able to compare the trend in 
its bank with that in other 
banks. This is the great advan- 
tage of participating in a col- 
lective effort of the type pro- 
posed by the Savings Division. 

‘‘Deposit accounts are our 
stock in trade. A uniform in- 
ventory of our stock every 
two or three years is as desir- 
able for banks as for depart- 
ment stcres.”’ 

N. Addison Baker, presi- 
dent, Florida Bank at Orlando, 
said he had “‘long felt”’ that the 
savings department was one 
that ‘‘needed closest attention 
in order to maintain itself on a 
profitable basis.” 

Walter Willett, president, 
Bank for Savings & Trusts, 
Birmingham, Ala., observed 
that it was ‘‘the human ele- 
ment behind deposit behavior 
which in the largest measure 
governs savings deposit struc- 
ture.”” 

“Tam not thinking of fear,”’ 
he continued. ‘‘This behavior 
affects investment procedure, 
trends, valleys and peaks, and 
many other things too numer- 
ous to mention. Also, this be- 
havior is not due to the cus- 
tomer, it is due to the banker 
for his lack of courage to stand 
for business principles and his 
Overanxiety to get more de- 
posits than his competitor.” 

George A. Kyle, treasurer, 


July 1940 


Bowery Takes Part 
In Analysis Plan 


The Bowery Savings Bank 
of New York City is coop- 
erating in the new A.B.A. 
saving account analysis plan. 
Next month BANKING will 
publish an article by Miss 
Hilda M. Hoffman, statisti- 
cian of that bank, explaining 
analysis work the Bowery 
has been doing among its 
own accounts over a period 
of several years. 


Boston Five Cents Savings 
Bank, said that institution was 
one of those whose deposits 
were analyzed under Dr. Buss- 
ing’s direction last Summer. 
“We are very glad that we 


had this work done,”’ he wrote, | 


‘“‘and the reports are still the 
subject of serious study here.”’ 


Plan 18th Far West 


Trust Conference | 


Plans are actively under 
way for the 18th Regional 
Trust Conference of the Pacific 
Coast and Rocky Mountain 
States, to be held at Salt Lake 
City, Aug. 15-17, under the 
auspices of the American Bank- 
ers Association Trust Division. 

The trust division of the 
Utah Bankers Association will 
be host. 

John M. Wallace, vice-presi- 
dent, Walker Bank & Trust 
Company of Salt Lake City, is 
general chairman of the confer- 


ence. He has announced the 


conference committees, chair- 

men of which are as follows: 
General Arrangements: 

Reed E. Holt, trust officer, 


Walker Bank & Trust Com- | 


pany, Salt Lake City. 

Program: W. S. Emms, trust 
officer, Tracy Loan & Trust 
Company, Salt Lake City. 

Entertainment: H. B. Whit- 
ney, trust officer, First Na- 
tional Bank, Salt Lake City. 

Publicity: W. H. Loos, vice- 
president and trust officer, 
First Security Bank of Utah, 
N. A., Ogden. 

Hotel and Registration: J. 
L. Wilson, trust officer, First 
Security Trust Company. 

Finance: William McEwan, 
trust officer, 
Bank & Trust Company, Salt 

| Lake City. 


| ing a 
Zion's Savings | 


F. W. Larson 


W. A. Irwin 


New A.I.B. Educational Director and Secretary 


Dr. William A. Irwin is now Educational Director of the American 
Institute of Banking. Floyd W. Larson is Secretary. 


A.LB. Elects Dart anol Newell 


(Continued from page 90) 


lished by Mr. Giannini, chair- 
man of the board of the Bank 
of America, N. T. & S. A. 


Philadelphia Wins 
Chapter Debate 
Philadelphia Chapter won 
the National Convention De- 
bate of the American Institute 
of Banking at Boston. 
Meeting Kansas City’s de- 
baters, the Philadelphians up- 


Trust Operations 
Committee Named 


A special committee on 
operations for trust depart- 
ments has been appointed by 
President Roland E. Clark of 
the Trust Division, upon au- 
thorization of the 
Committee. The personnel of 
the Committee is as follows: 
Ronald M. Kimball, secretary, 
Continental Illinois National 
Bank and Trust Company of 
Chicago, chairman; Clyde H. 
Doolittle, trust officer, Iowa- 
Des Moines National Bank and 
Trust Company, Des Moines; 
John H. Evans, vice-president 
and trust officer, McDowell 
National Bank, Sharon, Pa.; 
Edwin W. Marvin, vice-presi- 
dent, The Hartford-Connecti- 
cut Trust Company; James C. 
Shelor, trust officer, Trust 
Company of Georgia, Atlanta. 

The committee will study 
trust department operating 
methods with a view to prepar- 
standard manual of 
operations for small and me- 
dium-sized trust departments 


| if it should prove advisable. 


Executive , 


held the negative side of the 
question: ‘* Resolved, That all 
industry engaged in interstate 
commerce should incor- 
porated under Federal laws.” 

The winning team com- 
prised: John P. Adams, Gerard 
Trust Co.; Edward M. Mce- 
Grath, Market Street National 
Bank; and George W. Geuder, 
Tradesmen’s National Bank & 
Trust Co. 


Graduate School 
(Continued from page 90) 


of the Cleveland Trust Com- 
pany; Dr. Everett Dean Mar- 
tinof Claremont College, Clare- 
mont, Cal.; and Dr. Paul F. 
Cadman, economist the 
American Bankers Association. 

Universities represented on 
the faculty this year included: 
Rutgers, Columbia, Washing- 
ton Square College, New York 
University, Pittsburgh, and 
Harvard. A number of bank 
executives and specialists from 
New York, Chicago, Rich- 
mond, Va., Wilmington, Del., 
Detroit, Winston-Salem, N.C., 
and Rochester, N. Y., also 
provided instruction. 


of 


Irwin and Larson 
Get New Posts 
(Continued from page 90) 


Richard W. Hill for 24 vears. 
Mr. Hill was made Association 
Secretary three years ago and 
will now devote his full time to 
that office and to The Graduate 
School of Banking of which he 
is registrar. 
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Consumer Credit | 


Council Formed 


K. R. Cravens Heads 
New A.B.A. Group 


Organization of a Consumer 
Credit Council by the Ameri- 
can Bankers Association pro- 
vides a_ policy-making body 
for the Association's Consumer | 
Credit Department, which is 
under the direction of Walter | 
B. French, Deputy Manager. | 

Kenton R. Cravens, vice- 
president of the Cleveland | 
Trust Company, is chairman of 
the Council. Other members 
are: 

John Burgess, vice-pres- 
ident, Northwestern National 
Bank and Trust Company, 
Minneapolis; C. T. Chandler, 
Jr., assistant vice-president, 
National Bank of Washington, 
Tacoma; H. H. Christensen, 
assistant vice-president, Amer- 
ican Trust Company, San 
Francisco; Giles F. ‘Foley, 
assistant vice-president, The 
Denver National Bank, Den- 
ver; A. J. Guffanti, vice- 
president, Springfield (Mass.) 
National Bank; G. Carlton 
Hill, vice-president, The Fifth 
Third Union Trust Company, 
Cincinnati; K. Hunter, | 
vice-president, Trust Company 
of Georgia, Atlanta; and John | 
H. Lucas, vice-president, Peo- 
ples-Pittsburgh Trust Com- 
pany, Pittsburgh. 

Announcing organization of 
the Council, Robert M. Hanes, 
A.B.A. President, emphasized 
the importance that personal 
loans and other forms of con- 
sumer credit are taking in the 
banking structure. In forming a 
group to have general charge of 
the Association's policies with 
respect to this field, it seemed 
advisable, he said, to draw 


upon the services of bankers | 


active in the extension of con- 
sumer credit by their banks. 


AJI.B. Plans Course 


The American Institute of 
Banking hopes to add a 
course in consumer credit 
to its curriculum, Dr. Har- 
old Stonier, Executive Man- 
ager of the A.B.A., told the 
A.1.B.’s Boston convention. 


Members of Consumer Credit Council 


Mr. Cravens 


Mr. Guffanti 


Mr. Lucas 


Mr. Burgess 


M r. ley 


Mr. Hunter 


Mr. Chandler 


Mr. Christiensen 


Mr. Hill 
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Survey Reveals Resource Gain 


(Continued from page 92) 


per cent and 57.4 per cent at 
the end of 1937. 

Cash With Other Banks, 

Ete., Jumps 25.8% 

‘Fourth, the combined total 
of cash, balances with other 
banks, including reserve bal- 
ances, and cash items in process 
of collection, aggregated $10,- 
784,669,000 on Dec. 30, the 
highest end-of-year figure re- 
corded during the period re- 
This reflects in- 
crease of $2,214,029,000, or 
25.8 per cent, the largest 
yearly gain since 1935. Since 
Dec. 30, 1935, cash and re- 
serves have increased $4,026,- 
182,000, or 59.6 per cent, 
representing a gain of $1,125,- 
373,000, or 16.7 per cent, in 
1936 over 1935, offset by a 
decline of $527,715,000, or 6.7 
per cent, in 1937 under 1936, 
and the gains of $1,214,495,- 
000, or 16.5 per cent, in 1938 
and $2,214,029,000, 
per cent, in 1939, 


viewed. 


or 


Deposits at New Peak 
With Gain of 9.2% 

“Fifth, a substantial 
of $3,104,151,000, or 
9.2 per cent, in total deposits 
during 1939 elevated them to a 


crease 


new end-of-year peak of $36,- | 


720,433,000 or 19.8 per cent 
higher than Dec. 31, 1935. 


25.8 | 


posits has resulted primarily 
from the inflow of gold and the 
investments by banks in Gov- 
ernment securities. To the ex- 
tent that the deficit of the 
Government has been financed 
through the sale of Govern- 
ment obligations to the banks, 
new deposits have been cre- 
ated. 

“Observing the upward trend 
of deposit totals during the past 
five years, it noted that 
deposits rose 11.8 per cent in 
1935 and 8.7 per cent in 1936; 
in 1937 there was a decline of 
3.0 per cent; but in 1938 de- 
posits rose 4.0 per cent. 

“Sixth, the total capital ac- 


1S 


count of state supervised banks, | 


which includes capital stock, 
surplus, undivided profits and 
reserves, amounted to $4,840,- 


251,000 in Dec., 1939, an in- | 


crease of $2,550,000, or 1.0 per 
cent, compared with decreases 
of 1.2 per cent and 1.4 per cent 
in 1938 and 1937, respectively, 
and a gain of 4.8 per cent in 
1936. Although the total capi- 


tal account was $122,783,000, | 


or 2.5 per cent, lower on Dec. 
date in 1936, which is the 
highest year end total shown 
from 1935 to 1939, it was higher 
by $104,436,000, or 2.2 per 
cent, than four years ago on 


| compared 
30, than on the corresponding | 


Idaho Rejoins the 


100 Per Cent States 


Idaho has again joined the 
group of states with 100 per 
cent membership in the Ameri- 
can Bankers Association. The 
return of Florida and Oregon 
to that group was noted last 
month. 

Ten states are now 100 per 
cent in membership: Arizona, 


| District of Columbia, Florida, 


Idaho, Nevada, New Mexico, 


Oregon, Utah, Washington and | 


Wyoming. 
In all, 37 new members were 
received in May. 


Net Shows Rise 
(Continued from page 92) 


In 34 states net profits before 
dividends were higher in 1939 
than in 1938. 

Earning Rates on 
Loans and Investments 

The gross interest rate from 

loans in 1939 (that is, gross 


| earnings on loans and discounts 


as related to the volume of 
funds invested in loans and dis- 
counts) averaged 5.5 per cent, 
with an 
gross interest rate of 5.7 per 
cent in the two preceding years 
1938 and 1937. The average 
gross rate of interest earned on 
funds invested in securities in 
1939 continued at 3.1 per cent, 


Next Mid-WinterTrust 
Conference Feb. 4-6 


The 22nd annual Mid- 
Winter Trust Conference of 
the Trust Division, Ameri- 
can Bankers Association, 
will be held at the Waldorf- 
Astoria, New York City, 
Feb. 4-6, 1941, it is an- 
nounced by Roland E. 
Clark, Division President. 


Committee Studies 


Field Warehousing 


| 


A special committee of the 
| Bank Management Commis- 
sion is studying the advis- 
ability of preparing a_ brief 
| manual on field warehousing, 
especially from the viewpoint 
of the smaller and medium- 
size bank. 

The manual, if issued, would 
point out some of the advan- 
tages and possibilities of these 
loans, and also the safeguards 
that must be observed in 
handling them. 

William H. Miller, vice- 
president, City National Bank 


; and Trust Company, Chicago, 


average | 


| 


is chairman of the committee. 
Serving with him are E. 
B. Doherty, vice-president, 
Plattsburg (N. Y.) National 
Bank & Trust Company, and 
Harris C. Kirk, vice-president, 
American Trust Company, San 


“The huge volume of de- |) Dec. 31, 1935.” as in 1938. Francisco. 


CONVENTIONS 


Aug. 19-23 Arkansas Bankers Seminar, University of Arkansas, 
Fayetteville 

Pacific Northwest Banking School, University of 
Washington, Seattle, Washington 

National Association of Supervisors of State Banks, 
Richmond, Virginia 

National Industrial Advertisers Association, Inc., 
Hotel Statler, Detroit, Michigan 

Association of Bank Women, Atlantic City, New 
Jersey 

Morris Plan Bankers Association, Del Monte Hotel, 
Del Monte, California 

Mortgage Bankers Association of America, Chicago, 
Illinois 

Savings Banks Association of the State of New 
York, Lake Placid, New York 

American Institute of Accountants, Hotel Peabody, 
Memphis, Tennessee 

Annual Convention, National Association of Bank 
Auditors and Comptrollers, Saint Louis, Missouri 
Financial Advertisers Association, The Homestead, 
Hot Springs, Virginia 

U. S. Savings and Loan League, Chicago, Illinois 
Southern Conference of Bankers Association Secre- 
taries, Louisville, Kentucky 

Investment Bankers Association of America, Holly- 
wood Beach Hotel, Hollywood-by-the-Sea, Florida 


American Bankers Association 
15-17 18th Regional Trust Conference of the Pacific Coast 
and Rocky Mountain States, Salt Lake City, Utah 
Annual Convention, Atlantic City, New Jersey 
Second Mid-Continent Trust Conference, Chicago, 
Illinois 


Aug. 19-30 


- 22-26 18-20 


Sept. 
7-8 


Sept. 18-20 


Sept. 19-21 
State Associations 
Sept. 30, 
Oct. 1 & 2 
Oct. 2-4 


Nevada, Winnemucca 

Iowa, Hotel Fort Des Moines, Des Moines 
Kentucky, Louisville 

Nebraska, Lincoln 


Oct. 2-4 


Other Organizations Oct. 14-18 
Research Conference on Economics and Statistics 
of the Cowles Commission for Research in Econom- 
ics, Colorado College, Colorado Springs, Colorado 
North Carolina Bankers Conference, University of 
North Carolina, Chapel Hill 

Georgia Bankers Conference, Macon, Georgia 
Bank Conference of the West Virginia Bankers 
Association, West Virginia University, Morgan- 
town 


Oct. 16-19 


Oct. 28-30 


Nov. 
Dec. 


11-15 
9-10 


Dec. 9-13 


July 1940 


| 

Aug. 

Sept 

Nov. 

Aug. 26 

Sept. 9-11 

Oct. 911 

Oct. 24-25 

July 1-26 

July 8-12 

July 15-17 

Aug. 16-17 
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SAVINGS DEPARTMENTS 
A simple, compact window-plan ma- 
chine for posting passbook and ledger; 


priced far below any other window-plan 
machine ever offered. 


FO PROOF DEPARTMENTS 


A simple, low-cost plan for fast item 
handling. 


BAN KS ; LOAN AND DISCOUNT 


Machines for posting liability ledgers 
IN and writing note register, note notice 


and other related records in one fast 
operation. 


5 FORMS WRITING 
TO DAY S A complete line of typing machines for 


writing related records in one operation. 


BURROUGHS Comper 
Compact machines that simplify the 
scheduling of payments. Also compact, 
low-priced window-plan machines that 
D EV i LO PM . N TS receipt passbooks and post ledgers. 
CHECKING ACCOUNTS 


. A bookkeeping machine that handles 
the posting and provides a record of 
uncollected funds as well as a complete 
analysis record. 


TRANSIT DEPARTMENTS 


A high-speed, low-cost transit machine 
for transit letter writing, with numerical 
endorser and payer description. 


PERSONNEL DEPARTMENTS 


A machine that figures the hours and 
minutes worked by each employee. 


The above are only a few of the many 
recent Burroughs developments. For news 
about the savings that Burroughs can help 
you make in your bank, telephone the local 
Burroughs representative. Or write to— 


BURROUGHS ADDING MACHINE COMPANY 
6307 SECOND AVE., DETROIT, MICHIGAN 


fodays Burroughs 


DOES THE WORK IN LESS TIME—WITH LESS EFFORT—AT LESS COST 


BANKING 


| 

FOR 

| 

| 

| 

FOR 
FOR 

| * 
| 

| 
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